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The Portuguese Public Finance Council is an independent body, set up by article 

3 of Law no. 22/2011 of 20 May that introduced the 5th amendment to the 

Budgetary Framework Law (Law no. 22/2001 of 20 August, republished by Law 

no. 37/2013 of 14 June).The final version of its Statutes was approved by Law no. 

54/2011 of 19 October.  

The Council began its work in February 2012 and its mission is to conduct an 

independent assessment of the consistency, compliance with the stated 

objectives and the sustainability of public finances, while promoting fiscal 

transparency, so as to contribute to the quality of democracy and of political 

economic decisions and so strengthen the State’s financial credibility. 

 

This Report uses the information available up to 12 April 2018. 

In the publications section at www.cfp.pt, a spreadsheet containing all the figures used to build the charts and tables in 

this Report is available for download. 

  

http://www.cfp.pt/
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 EXECUTIVE SUMMARY 

 

General Government Balance in 2017  

In 2017, the General Government (GG) deficit was 3.0% of GDP, interrupting the downward 

trend in the nominal deficit recorded in the previous two years. This outcome, over two-thirds 

of which was brought about by the impact of the recapitalisation of the Caixa Geral de 

Deposits (CGD) bank, meant that the General Government deficit rose by 1 p.p. compared to 

2016. Since the Ministry of Finance did not consider the impact of that transaction in the 

budget programming documents for 2017, the actual change differs from the forecast annual 

decrease in the deficit. The impact of this financial support to the banking system on public 

expenditure explains the larger contribution of expenditure to the increase in the deficit, 

whereas revenue contributed to a decrease. 

If we disregard the negative net impact of temporary and one-off measures on the balance, 

the adjusted deficit stood at 0.8% of GDP, which accounts for a 2.4% improvement compared 

to the 2016 figure. In adjusted terms, in 2017 the fiscal imbalance correction rate increased, 

since the 1.6 p.p. of GDP improvement was more than double the figure recorded in 2016 in 

regard to the previous year. Approximately three-fifths of the consolidation in 2017 was due 

to the favourable economic climate and the lower interest charges resulting from the 

improved market financing terms and the early repayment of the IMF loans. 

Structural balance in 2017 

Based on the information available and the European methodology, after correcting the 

budget deficit for economic cycle effects and the temporary and one-off measures, it is 

estimated that the structural deficit is 1.0% of GDP in 2017. This outcome points to a 1 p.p. 

of GDP improvement in the structural balance, which complies with the European Council 

recommendation. Such improvement also ensures that sufficient progress has been made 

regarding the debt criterion, as well as to the general rule governing the annual improvement 

in the structural balance laid down in the budgetary framework law.  

This fiscal effort shows a change in the fiscal policy stance in 2017. In the context of an 

improved economic framework, the change in the structural primary balance was positive 

(+0.6 p.p. of GDP), reflecting a restrictive and counter-cyclical fiscal policy stance.  

 

Despite these developments, the unavailability of updated information from the European 

Commission to examine the improvement in the structural balance compatibility with a 

sustainable expenditure path, gauged by the expenditure benchmark, makes it impossible to 

undertake the global assessment required to determine whether the set of requirements 

under the Stability and Growth Pact budget rules have been met. The outcome of that 

assessment will only be known in May, after the publication of the European Commission 

Spring forecasts which will include that information and after Eurostat’s validation of the 

preliminary estimate for 2017 presented by the national statistics authority. 
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Revenue and expenditure in 2017 

In 2017, the rate of growth in total general government revenue (3.9%) more than tripled as 

compared to the previous year. Tax and social contributions revenue were responsible for the 

whole of this growth, with tax revenue accounting for around two-thirds of the change in this 

revenue item. Indirect taxes accounted for around three-quarters of this change, driven by 

net VAT revenue which accounted for 60% of the increase in indirect tax receipts. As for direct 

taxes, almost half of the increase in revenue stemmed from CIT. The rate of growth in social 

contributions was higher than in 2016, reflecting the favourable change in the labour market. 

As a result of these developments the tax burden rose by 0.4 p.p. of GDP to 34.5% of GDP, 

the highest figure since 1995. Non-tax and non-contributions revenue fell for the fifth year 

running, in part as a result of the base effect linked to the return in 2016 of the commission 

paid on one of the two loans from the European Financial Stability Facility (EFSF). Net of 

temporary and one-off measures, total revenue continued to record higher growth than in 

2016, with its relative weight in GDP rising from 42.6% in 2016 to 42.9% in 2017.  

In comparison with the Ministry of Finance forecast in the State Budget for 2017, revenue 

growth was a third lower than expected. This unfavourable deviation was brought about by 

the performance of non-tax and non-contributions revenue, since tax and social 

contributions revenue grew at twice the rate forecast by the Ministry of Finance. This was 

partially explained by sales and “other current revenue”, confirming CFP’s concerns in its 

analysis of the Draft State Budget for 2017 as to the grounds for the forecast growth in these 

variables. In adjusted terms, revenue grew by 4.8%, down on the 6% forecast in the Budget. 

On the expenditure side, after the decrease seen in 2016, there was an increase of 6.2% in 

2017. Capital expenditure made the largest contribution to that growth as a consequence of 

the impact of the CGD recapitalisation, which was recorded under “other capital expenditure”. 

Net of the CGD impact, the increase in General Government expenditure was 1.5%. Gross 

Fixed Capital Formation (GFCF) was up 24.9% (or 21.5% in adjusted terms) in 2017, above all 

in regional and local government, following a significant decrease the previous year. In what 

concerns current primary expenditure, attention is drawn to the increases in social transfers 

and compensation of employees, although their rate of growth slowed. The expenditure 

items that fell were interest, subsidies and “other current expenditure”. Net of temporary and 

one-off measures, General Government expenditure rose by 1.2% in 2017. Since this growth 

was less than that of nominal GDP, its relative weight stood at 43.7% of GDP compared to 

the previous year.  

Public expenditure was higher than forecast in the Budget. However, if we disregard the 

impact of the CGD recapitalisation, it was lower than originally forecast. Note the 

performance of interest charges and Gross Fixed Capital Formation, which recorded negative 

deviations of 0.4% of GDP compared to the SB/2017 forecasts. Net of the initial charging of 

the provisional appropriation (fully employed) to it, “other current expenditure” was 0.3% of 

GDP down on the forecast, partly because the financial contribution to the European Union 

was smaller than the sum considered in the Budget. Expenditure on both subsidies and 

intermediate consumption were 0.1% of GDP down on the initial forecasts. 

 

http://www.cfp.pt/wp-content/uploads/2015/04/EstatFP_SEC2010_Anual_CFP_VNA.xlsx
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Subsectors in 2017 

The budget outturn in 2017 shows that all subsectors made negative contributions to the 

change in the General Government deficit, with the exception of Social Security Funds (SSF), 

which contributed a 0.3 p.p. of GDP improvement to the deficit. The change in the Central 

Government balance (-1.1 p.p. of GDP) was impacted by the CGD recapitalisation which was 

recorded in the 1st quarter of the year. As for Regional and Local Government (RLG), despite 

contributing to the decrease in the deficit up to September, figures from the Instituto 

Nacional de Estatística (INE), the national statistics authority, show the budget surplus 

declined in the final quarter (-0.2 p.p. of GDP). 

Public debt in 2017 

Public debt (Maastricht definition) was equal to 125.7% of GDP at the end of 2017. This was 

lower than the forecasts published in the State Budget for 2017 and the 2017 Stability 

Programme (by 2.6 p.p. of GDP and 2.2 p.p. of GDP, respectively) 

In 2017, the debt ratio fell by 4.2 p.p. of GDP, compared to the 1.1 p.p. increase recorded in 

2016. The stock-flow adjustment accounts for half of this decrease, reflecting above all the 

use of deposits to early repay the IMF loans. There were smaller scale contributions from the 

snowball effect and the primary surplus, which arose for the third year running. Regarding 

borrowing, external creditors (including official bodies) were once again the most important 

public debt (Maastricht definition) creditors. The Economic and Financial Adjustment 

Programme (EFAP) loans accounted for 23% of debt stock, and for the first time since 2012 

this proportion is slightly smaller than that of external creditors excluding official creditors 

(25%), which in 2007 represented 75% of the total. The Eurosystem programmes finance 6% 

of debt stock. The financial sector (excluding the public sector purchasing programme or 

PSPP) and private individuals have seen both their absolute and relative weight in borrowing 

increase over the past three years, and at the end of last year they represented 30% and 12% 

of the total, respectively.  
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1 INTRODUCTION 
 

The report presents the General Government (GG) budget developments for 2017 and a 

comparative analysis of these developments taking into account the goals set by the Ministry 

of Finance (MF) for the deficit and for the public debt. The analysis is based on data released 

on March 26, 2018 in the first notification of 2018 under the Excessive Deficit Procedure (EDP)  

published by INE and quarterly national accounts by institutional sector for the fourth quarter 

published by INE and Bank of Portugal (BoP). The data underlying this report are of a 

preliminary nature and therefore subject to possible revisions, as was the case with previous 

quarters. 

The GG budget aggregates examined in this report are given in national accounts terms and 

have not been adjusted for the effects of temporary and one-off measures and special factors. 

However, those adjustments are presented and explained in the report where such treatment 

is relevant to a better assessment of the fiscal consolidation effort. Nevertheless, there may 

be differences in the classification of the measures included in the adjustment between the 

reference documents used (State Budgets for 2017 and 2018 and the 2017-2021 Stability 

Programme) and the one used by the CFP when analysing outturn. In terms of public debt, 

the factors, other than the deficit, that explain the change in that indicator are examined in 

detail. 

This report is divided into four chapters. After the introduction, the second chapter analyses 

the General Government’s fiscal position and that of each of its subsectors. The third chapter 

analyses public debt, while the fourth and final chapter makes a comparison between the 

forecasts in the budget programming documents and the actual outturn.  

Our analysis benefitted from the information supplied regularly by the BoP and the INE in 

national accounts (financial and non-financial statistics), from additional clarifications 

provided by those bodies, as well as information from the Directorate-General for Budget 

(DGO), and the Treasury and Public Debt Management Agency (IGCP, EPE), the Social Security 

Financial Management Institute (IGSSF, IP) and Social Security IT body (Instituto de 

Informática da Segurança Social (II, IP)).  

 

 

 

https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=310576420&DESTAQUESmodo=2
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=281075695&DESTAQUESmodo=2
https://www.bportugal.pt/publicacao/boletim-estatistico
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2 MAIN FISCAL DEVELOPMENTS IN 2017 

2.1 BALANCES AND FISCAL ADJUSTMENT 

In 2017, the General Government (GG) deficit was 3.0% of GDP, interrupting the 

downward trend in the nominal deficit recorded in the previous two years. In 2017 the 

GG budget deficit (net borrowing requirements) recorded an increase of 1 p.p. of GDP (2044 

M€) compared to 2016, raising the deficit to the maximum limit laid down in protocol no. 12 

attached to the Treaty on the Functioning of the European Union (TFEU). A major contributor 

to this outcome was the recapitalisation of the Caixa Geral de Deposits (CGD) bank, the 

impact of which (3944 M€ or 2% of GDP) caused the balance in national accounts to be twice 

that in public accounts (Table 11). This outcome ran contrary to the annual decrease in the 

deficit forecast by the MF for 2017, which was included in the budget programming 

documents (see chapter 4). The Central Government subsector contributed to the 

deterioration in the balance in 2017, as did, to a lesser extent, the Regional and Local 

Government subsector (see box 3). The primary balance (1766 M€ or 0.9% of GDP) remained 

positive for the third year running, despite the surplus being less than half the surplus 

recorded in 2016 (which was 4096 M€, equal to 2.2% of GDP). 

Chart 1 – General Government budget balance (% of GDP)  

 

Source: INE. CFP calculations. | Note: figures calculated for EDP purposes; details on 

temporary and one-off measures taken into account when calculating the adjusted 

balance are given in Table 12. 

 

Over two-thirds of the budget deficit recorded in 2017 was brought about by the CGD 

recapitalisation. The impact of this transaction, which had already been incorporated in 

public debt in the 1st quarter of 20171, was now reflected in the deficit and impacted on the 

intra-annual change in the budgetary balance (see box 1) while reducing the difference 

between the deficit and the change in debt (see chapter 3, stock-flow adjustments). This 

extraordinary transaction which was designed to support the financial sector and had a 

negative effect on expenditure and on the deficit accounted for almost the entire net negative 

impact on the balance of the temporary and one-off measures taken into account by the CFP. 

In addition to the aforesaid recapitalisation, a one-off increase in expenditure was also 

                                                   
1 See page 16 of Report no 6/2017 (only available in Portuguese). 

http://www.cfp.pt/publications/evolucao-orcamental-ate-ao-final-do-1-o-trimestre-de-2017/#.W08fwLgnaUk
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brought about by the financial support given to public transport operators (the Lisbon and 

Porto bus companies, Carris and STCP) and the conversion of deferred tax assets (DTA). These 

three transactions had a combined impact on the deficit of 2.2% of GDP. Such impact was 

mitigated by the temporary measures relating to the recovery of one sixth of the State 

guarantee granted to Banco Privado Português (BPP) and the delivery of aircrafts to Romania, 

whose joint positive impact totalled 0.1% of GDP and had a net negative impact on the 

balance of 2.1% of GDP (Chart 2). Since these transactions do not produce permanent effects 

on borrowing requirements, it is important to correct the revenue and expenditure 

aggregates when attempting to assess the consolidation effort. 

Chart 2 – From the 2016 deficit to the 2017 deficit (% of GDP) 

 
Source: INE, MF. CFP calculations. Note: Details on the temporary and one-off measures taken into account when 

calculating the adjusted balance are given in Table 12; discretionary government action corresponds the change in 

the structural primary balance. A positive change in the balance represents a decrease in the adjusted deficit. The 

totals may not match the sums of the individual items as a % of GDP due to rounding. 

Net of the effects of temporary and one-off measures, the deficit was equal to 0.8% of 

GDP which accounted for a 1.6 p.p. of GDP improvement (0.7 p.p. of GDP in 2016). This 

budget imbalance correction, from 2.4% of GDP in 2016 to 0.8% in 2017, more than doubled 

that seen in 2016 (which was 0.7 p.p.). Major contributors to this change were the favourable 

economic climate and the lower interest charges flowing from improved market finance 

terms and the early repayment of the International Monetary Fund (IMF) loans, as per Chart 

2. These two factors explain around three-fifths of that correction, while the remainder results 

from government fiscal policy discretionary action (as measured by the change in the 

structural primary balance).  

Net of economic cycle effects and the impact of one-offs, the structural deficit would 

have been 1.0% of GDP in 2017, a result that suggests an improvement that abides by 
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the European Council’s recommendation.2 Based on the information available and the 

Community methodology, it is estimated that in 2017 the change in the structural balance 

would have been 1 p.p. of GDP (Chart 3). Such a change not only ensures compliance with 

the general rule governing the annual improvement in the structural balance laid down in the 

budgetary framework law (0.5% of GDP), but also with the Stability and Growth Pact (SGP) 

rule, and  helps to ensure sufficient progress is made in line with the debt criterion.3,4 That 

outcome increases the decline in the structural deficit that restarted in 2016 and accelerates 

the rate of convergence towards the Medium-Term Objective (MTO) set for Portugal (a 

structural surplus of 0.25% of potential GDP) 

Chart 3 – Structural balance: adjustment from 2013 to 2017 

 
Source: INE. CFP calculations. | Note: Estimate made using the Community method and conditional on the 

information available for calculating the output gap, which is subject to revisions, especially in the 

contemporary and neighbouring period. The MTO defined in the Stability Programme published in April 

2016 was used here (structural surplus of 0.25% of GDP). For further details see the CFP Report Public 

Finance: Position and Constraints 2017-2021 of March 2017. 

 

                                                   
2 As per Council Recommendation on the 2016 National Reform Programme of Portugal and delivering a Council 

opinion on the 2016 Stability Programme of Portugal (2016/C 299/26), the European Council recommended that 

«Portugal take action in 2016 and 2017 in order to ensure a durable correction of the excessive deficit …by taking 

the necessary structural measures and by using all windfall gains for deficit and debt reduction. Thereafter, achieve 

an annual fiscal adjustment of at least 0,6 % of GDP». Still as regards public finance, it also recommended. «Conduct, 

by February 2017, a comprehensive expenditure review and strengthen expenditure control, cost effectiveness and 

adequate budgeting at all levels of public administration. Ensure the long-term sustainability of the health sector, 

without compromising access to primary healthcare. Reduce the reliance of the pension system on budgetary 

transfers. By the end of 2016, refocus ongoing restructuring plans of state-owned enterprises. » 

3 Based on the matrix published in the Interpretative Communication (COM (2015) 12, of 13 January) which was 

the basis for the “Commonly agreed position on Flexibility in the Stability and Growth Pact” (formally endorsed by 

ECOFIN on 12 February 2016), each Member-State’s adjustment path towards the MTO shall take into account its 

economic position, as well as the sustainability of its public finance. In Portugal, for the time horizon covered by 

SB/2017, the minimum adjustment must be greater than 0.5 p.p. of GDP since the country has public debt of over 

60% of GDP and an output gap between -1.5% and 1.5% of GDP. The EC has stated that an adjustment greater 

than 0.5 p.p. means a minimum adjustment of 0.6 p.p. of GDP. 

4 Taking into account the ex-post assessment used by the European Commission which leaves the economic cycle 

position unchanged (the freezing principle), that is to say, taking as fixed the output gap for the years 2016 and 

2017 underlying the EC forecasts published in the Spring of 2015 and 2016, the change in the structural balance 

points to a 0.9 p.p. of GDP improvement.   

http://www.cfp.pt/wp-content/uploads/2017/03/CFP-REL-02-2017-ALL-EN1.pdf
http://www.cfp.pt/wp-content/uploads/2017/03/CFP-REL-02-2017-ALL-EN1.pdf
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The fiscal effort undertaken shows a change in the fiscal policy stance in 2017. The 

policy stance may be measured by combining the indicators relating to the change in the 

structural primary balance (structural balance net of expenditure on interest) and the 

economic cycle position. In 2017, the positive change in the structural primary balance (0.6 

p.p. of GDP) reflects an adjustment made within the framework of a fiscal policy that adopted 

a restrictive and counter-cyclical stance. That change in the fiscal policy stance suggests the 

restoring of the public finance structural consolidation process that was interrupted in 2014 

(Chart 4).  

Chart 4 – Fiscal policy and economic cycle position [2010-2017] 

 
Source: INE and MF. CFP calculations. | Note: (i) The fiscal policy stance is assessed by the 

change in the structural primary balance; (ii) The economic cycle position is gauged by the 

change in the output gap, given by the difference between the GDP and potential GDP 

growth rates. 

 

However, in order to assess whether fiscal progress complies with the European rules 

the improvement in the structural balance must comply with a sustainable expenditure 

path, gauged against the spending benchmark.5 In the context of the SGP rules, analysis 

of that progress is conducted by an Overall Assessment based on both the change in the 

structural balance and compliance with the expenditure benchmark rule. For countries which 

have not achieved their Medium-Term Objective (such as Portugal), the rate of growth of 

expenditure must be lower than the applicable reference rate.6 The CFP does not have all the 

                                                   
5 For a better understanding of this expenditure indicator see Box no 2 of the CFP Report “Analysis of the Draft 

State Budget for 2018”, published in November 2017 

6 In simple terms the reference rate assumes expenditure growth in line with the rate of growth of potential output 

in the medium run.  

 

http://www.cfp.pt/wp-content/uploads/2017/11/CFP-REL-09-2017-ALL-EN2.pdf
http://www.cfp.pt/wp-content/uploads/2017/11/CFP-REL-09-2017-ALL-EN2.pdf
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information required to calculate the expenditure benchmark, since that calculation calls for 

figures that will only be provided by the EC following publication of the Spring Forecast 2018. 

Therefore, it is not possible to say whether or not this outcome confirms the significant 

deviation signalled by the EC in its 2017 ex-ante assessment, undertaken when analysing the 

State Budget for 2018 (SB/2018).7 Should a significant deviation from the expenditure 

benchmark be confirmed in the EC’s ex-post assessment, as well as the aforementioned 

change in the structural balance estimated by the CFP, the difference between these two 

indicators will determine the need for an overall assessment, as per Regulation 1466/97 and 

the Code of Conduct. The result of this assessment, which will decide whether the risk of a 

significant deviation from the MTO adjustment path exists, will only be known in May 

following the EC Spring forecasts, which will include Eurostat’s validation of the estimate for 

2017 produced by the national statistics authority.8,9,10  

Box 1 – Intra-annual change in the budgetary balance 

Fiscal developments in 2017 were affected by the CGD recapitalisation, a banking support measure that raised the level 

of public expenditure (Chart 5). In this context the nominal increase in the GG deficit (2044 M€) was due entirely to 

expenditure, since revenue made a favourable contribution to the improvement in the budgetary balance, although it 

was, insufficient to cancel out the impact of the aforementioned extraordinary expenditure.  

The impact of the recapitalisation (3944 M€) was reflected in capital expenditure in the 1st quarter where the increase 

in year-on-year terms was responsible for the strong growth in public expenditure in that period. However, the 

favourable performance of expenditure on interest and current primary expenditure in the 1st quarter mitigated the 

negative effect of that extraordinary expenditure. Over the rest of the year, only final quarter expenditure contributed 

to a worsening of the deficit. In the 4th quarter, the greater year-on-year growth in public expenditure reflects both the 

payment of 50% of the Christmas bonus to civil servant and pensioners and the larger volume of capital expenditure 

in investment and “other capital expenditure”. The latter includes the impact of temporary measures relating to State 

financial support to the public transport operators (Carris and STCP) and the conversion of deferred tax assets (DTA). 

In the 2nd and 3rd quarters of the year, expenditure contributed to the improvement in the budgetary balance. The 

favourable performance of expenditure on interest (which recorded a year-on-year decrease in all quarters) explains 

this outcome, along with current primary expenditure (only in the 3rd quarter), which reflects the distinct outturn profile 

of compensation of employees and social transfers in cash (pensions) stemming from the splitting of payment of the 

Christmas bonus laid down in the SB/2017 Law (50% split over twelve months and the remainder paid in full in 

November).  

Excluding the effect of temporary and one-off measures on expenditure (see Table 12), this budget aggregate made a 

negative contribution to the improvement in the balance solely in the 4th quarter (Chart 6). Whilst in the first three 

quarters it made a favourable contribution to the GG budget outturn, due to the favourable impact of interest and the 

performance of current primary expenditure (which benefitted from the nature of the Christmas bonus payments). It 

should be noted that the splitting of the bonus payment also had a positive effect on the items carrying the most 

weight in public expenditure – compensation of employees and social transfers – in the outturn up to September.  

                                                   
7 The EC estimate for corrected aggregate expenditure, net of temporary measures, exceeds the reference rate 

applying to expenditure, leading to a deviation greater than the maximum limit of 0.5% (significant deviation). 

8 The current version of the Code of Conduct of the Stability and Growth Pact’ may be found at 

http://data.consilium.europa.eu/doc/document/ST-9344-2017-INIT/en/pdf. 

9 The aim of this assessment will be to explain the factors that lead to the difference between the progress shown 

by the structural balance and any discouraging results arising in the context of compliance with the expenditure 

benchmark. 

10 Should the EC’s ex-post assessment confirm the existence of a significant deviation it will trigger the opening of 

an EU significant deviation procedure. The main goal of that procedure is to encourage Member States strongly to 

make sufficient progress towards the MTO in times of a more favourable economic framework so as to ensure 

compliance with the requirements of the SGP’s preventive arm. 

http://data.consilium.europa.eu/doc/document/ST-9344-2017-INIT/en/pdf
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Chart 5 – Contribution of revenue and expenditure to the change in the overall balance (M€) 

Source: INE. CFP calculations. | Note: Negative (positive) changes in expenditure 

correspond to a positive (negative) contribution to changes in the balance. 

As for revenue, over all four quarters this aggregate made a positive contribution to the improvement in the budgetary 

balance. This contribution was brought about by growth in tax revenue (+2315 M€) and in social contributions revenue 

(+1096 M€) and had a larger impact in the second half of the year. Despite the base effect stemming from the 

implementation of the Special Programme to Reduce State Indebtedness (PERES) in the 4th quarter of 2016, this 

outcome was largely due to direct taxes in the second half of the year (+1274 M€), as a result of the fading out (in the 

3rd quarter) of the effect of the early PIT refunds (which took place in the 2nd quarter). Indirect taxes also accompanied 

this development and recorded higher growth in the 2nd half of the year (+979 M€) than in the 1st half (+703 M€). 

Although social contributions also grew more in the 2nd half of the year they made less of a contribution to the 

improvement in the balance in that period (+588 M€). Nonetheless, in quarterly terms, contributions experienced 

higher growth than recorded in all quarters in 2016. Although non-tax and non-contributions revenue performed 

positively in the 1st and 2nd quarters, its performance in the last two quarters was unfavourable which explains its 

negative contribution over the year as a whole. The base effect stemming from the refunding of the prepaid margins 

by the EFSF in regard to loans under the EFAP (302 M€, in the 4th quarter), as well as the decrease in property income 

(which includes interest received by GG) and current transfers received outside of GG, had a negative impact on non-

tax and non-contributions revenue, thus restricting revenue’s contribution to the improvement in the balance in 2017.  

Disregarding the aforesaid base effects that reflect almost the entire impact of the temporary measures on the revenue 

side, the contribution of this budget aggregate to the improvement in the balance was also positive in every quarter. 

However, the scale of the contribution was greater, due above all to the fact that in the final quarter it was not affected 

by the negative annual change of the impact of those measures.  

Chart 6 – Contribution of revenue and expenditure to the change in the adjusted overall 

balance (M€) 

  

Source : INE. CFP calculations. | Notes : 1. Negative (positive) changes in expenditure 

correspond to a positive (negative) contribution to changes in the balance. Details on 

temporary and one-off measures taken into account when calculating the adjusted 

balance can be found in Table 12. 
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2.2 ANALYSIS OF REVENUE  

In 2017, the rate of growth of total GG revenue (3.9%) more than tripled versus the 

previous year’s figure (1.2%). In 2017 GG revenue stood at  

82841 M€, a result that represents a 3135 M€ increase over the previous year. A major 

contributor to this growth was the performance of tax and social contributions revenue 

(+3410 M€), since non-tax and non-contributions revenue fell by 275 M€. The growth in tax 

revenue was +2315 M€, which accounted for around two-thirds of the increase in tax and 

social contributions revenue, while the growth in social contributions was +1096 M€. The 

decrease in non-tax and non-contributions revenue was brought about by the decrease in 

sales and other current revenue, as well as in capital revenue, down 213 M€ and 62 M€, 

respectively. In 2017, total revenue’s relative weight in GDP fell by 0.1 p.p. compared to 2016, 

reflecting the fact the increase in revenue (3.9%) was slightly lower than the change in nominal 

GDP (4.1%).  

 

Chart 7 – Contributions to the year-on-year change in revenue (p.p.)  

 
Source: INE. CFP calculations. | Note: tvh stands for year-on-year change. Figures are influenced 

by the impact of temporary and one-off measures as shown in Table 12. 

The rate of growth in tax revenue (5%) accelerated when compared to 2016 (1.8%), 

driven by the favourable performance of both indirect and direct taxes. The growth in 

revenue from indirect taxes was 6.1%, thus contributing 3.6 p.p. to the rise in tax revenue, 

while direct taxes grew by 3.3%. Despite the nominal increase (2315 M€), compared to 2016, 

tax revenue was influenced by a decrease in the revenue from the PERES programme.11 

 

                                                   
11 According to TA figures, in 2017, (in public accounts) tax revenue obtained under the PERES programme was 

109.6 M€, although this sum may differ when calculated using the national accounts (unavailable at this report’s 

cut-off date). In 2016, (in national accounts) the tax revenue collected under this programme was 512.4 M€. For 

further information see Box 2 of the CFP Report on the 2016 General Government Account. 

http://www.cfp.pt/publications/analysis-of-the-general-government-account-2016/?lang=en#.Wv7vFyAh3V8
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Chart 8 –General Government tax revenue developments  

Contributions to the quarterly year change in tax 

revenue (in p.p. and %) 

Contributions to the quarterly cumulative annual 

change in tax revenue (in p.p. and %) 

  
Source: INE and MF. CFP calculations. | Notes: tvh stands for year-on-year change.  

The annual increase in revenue from direct taxes (3.3%) was mainly the result of the 

performance of CIT revenue. The annual change in revenue from direct taxes was 633 M€ 

(Table 1), which is explained by the 94% growth in net CIT revenue (+598 M€ or 10.5%). This 

performance reflected the increases recorded in prepayments (+450 M€ or 14.5%) and 

reverse charge (+460 M€ or 27.9%), which more than offset the decreases in special 

prepayments (-42 M€ or -16.8%)12 and the drop-in revenue from enforced recovery (- 283 

M€ or -72.8%), which is explained by the base effect linked to the PERES programme in 2016. 

As for gross revenue, the sharp increases recorded over 2017 are partially influenced by a 

particular transaction conducted by a single entity and which increased tax received by 235 

M€.  

Chart 9 –PIT revenue developments in national accounts  

Quarterly year change in PIT revenue in 2017 (in 

Millions €) 

Weight of reimbursements in gross revenue (%) - 

accumulated 

  
Source: INE and TA. CFP calculations. | Notes: Figures in national accounts were estimated by CFP based on data from TA. 

In the left-hand chart, a negative/positive year-on-year change in refunds favours/penalises the change in net revenue 

collected. 

Net revenue from PIT remained practically at the 2016 level and so did not contribute 

to the increase in direct tax revenue. This performance was the result of the increases in 

revenue recorded in tax on earnings withheld at source (605 M€ or 6.7%) and on collection 

orders (124 M€ or 10.2%) and of the decreases in the PIT surcharge (-318 M€ or -81.6%), tax 

on capital revenue withheld at source (-212 M€ or -19.1%) and the increase in PIT refunds 

(128 M€ or 5%). Note that the favourable performance of tax on earnings withheld at source 

                                                   
12 Influenced by the approval of Law no. 10-A/2017 of 29 March which reduced the special prepayments under 

article 106 of the Corporate Income Tax Law. 
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based on the recovery in earnings (+4.6%), more than offset the gradual abolition of the PIT 

surcharge, as well as the decrease, for the fourth year running, of tax on capital revenue 

withheld at source. 

Table 1 – General Government tax revenue in national accounts (M€)  

 
Source: INE, MF and TA. CFP calculations. | Notes: Figures not adjusted for impact of temporary measures. The CFP is solely 

responsible for the breakdown of indirect and direct taxes, which matches the calculations in national accounts made by 

the CFP on the basis of TA cash flow figures.  

Growth in indirect taxes (6.1%) was mainly supported by net VAT revenue. In 2017, 

revenue from indirect taxes rose by 1681 M€ (6.1%), of which 60% was due to the increase in 

net VAT revenue (1009 M€, 6.4%). Although the impact was smaller mention must be made 

of the growth recorded in Excise Duties13 (up 224 M€ or 4.4%), which benefitted from the 

legislative changes relating to IABA – Tax on alcohol, alcoholic beverages and sugary drink 14 

(up 82 M€ or 38.2%), IMI- Municipal Property Tax (up 22 M€ or 1.5%), ISV – Vehicles Tax (up 

88 M€ or 12.9%), IMT – Municipal Property Transfer Tax (up 193 M€ or 29.7%) and ”other 

indirect taxes” (up 145 M€ or 4.0%).  As for the latter two taxes, the strong growth in IMT 

reflects the boom in the real estate market while “other indirect taxes” are influenced by the 

first collection in 2017 of the IMI Surcharge (129.9 M€).  

The increase in net VAT revenue (+6.4%) accounted for around one third of total GG 

revenue growth. In 2017, nominal revenue from VAT – Vat Added Tax – grew by 1009 M€, 

accounting for 43.6% of the increase in tax revenue and 32.2% of the growth in total GG 

revenue. This performance is explained by the change in gross revenue, which was up 8.1%, 

                                                   
13 The CFP is responsible for the breakdown of tax revenue based on information provided by the Tax Authority 

(TA), except for the forecast implicit in SB/2017, where the information was provided by the MF. The revenue 

calculation for the main taxes follows the national accounts methodology used by the INE. For further information 

on adjustments between accounting methods see CFP Notebook No. 1/2014, “From Public Accounts Balance to 

National Accounts Balance”. 

14 In 2017 sugary drinks fell under the scope of IABA for the first time. The revenue generated from this method 

was 74.8 M€. This was practically in line with the MF forecast included in SB/2017 (80 M€) 

2016 2017 M€ % M€ % M€ Tvh % M€ %
Ctrc 
(p.p.)

M€ %
Ctrc 
(p.p.)

TAX REVENUE 46 428 48 743 83 0.8 62 0.3 2 002 5.9 313 2.5 2.5 2 315 5.0 5.0

Indirect Taxes 27 347 29 028 272 4.2 703 5.3 1 310 6.5 371 5.2 2.9 1 681 6.1 3.6

VAT 15 770 16 779 151 4.0 338 4.4 671 5.8 338 8.2 2.7 1 009 6.4 2.2

Excise duties 5 109 5 333 -63 -5.3 89 3.7 179 4.6 45 3.7 0.4 224 4.4 0.5

Petroleum Tax 3 412 3 495 7 0.8 47 2.9 69 2.7 14 1.7 0.1 83 2.4 0.2

Tobacco Tax 1 483 1 542 -74 -20.6 5 0.8 47 3.9 12 4.2 0.1 59 4.0 0.1

Alcohol Tax 214 296 4 10.4 37 41.1 63 41.6 18 29.8 0.1 82 38.2 0.2

Municipal Property Tax 1 484 1 505 10 2.9 15 2.0 24 2.2 -3 -0.7 0.0 22 1.5 0.0

Vehicle tax 687 775 39 26.8 60 17.9 82 16.3 6 3.3 0.0 88 12.9 0.2

Tax on real estate transactions 648 841 68 40.7 87 26.3 142 29.1 51 31.6 0.4 193 29.7 0.4

Others 3 649 3 794 68 7.9 113 6.5 211 8.2 -66 -6.0 -0.5 145 4.0 0.3

Direct Taxes 19 081 19 715 -189 -4.9 -641 -8.1 692 5.1 -59 -1.1 -0.5 633 3.3 1.4

PIT 12 629 12 624 -77 -2.3 -1 067 -19.4 -86 -0.9 81 2.3 0.6 -5 0.0 0.0

CIT 5 674 6 272 -134 -33.2 401 19.3 737 18.7 -139 -8.0 -1.1 598 10.5 1.3

Others 778 818 22 12.1 25 6.6 41 7.1 -1 -0.6 0.0 40 5.1 0.1

General Government

Outturn Change

Full Year jan-mar/17 jan-jun/17 jan-sept/17 oct-dec/17 Year- on Year

http://www.cfp.pt/wp-content/uploads/2014/01/CFP-APT-01-2014-PT.pdf
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partially as a result of the favourable development in nominal consumption (3.6%). Refunds 

represented 25.9% of gross revenue (24.7% in 2016), since they grew at a faster rate (13.2%) 

than gross revenue. 

Chart 10 –VAT revenue developments in national accounts  

Quarterly year change in VAT revenue in 2017 (in 

Millions €) 

Weight of reimbursements in gross revenue (%) - 

accumulated 

 
 

Source: INE and TA. CFP calculations. | Notes: Figures in national accounts were estimated by CFP based on data from TA. 

In the left-hand chart, a negative/positive year-on-year change in refunds favours/penalises the change in net revenue 

collected. 

The rate of growth in social contributions accelerated in 2017, driven by the 

performance of actual social contributions. Social contributions grew by 5.1% (4% in 2016), 

which reflects the rise in actual social contributions from 4.6% in 2016 to 6% in 2017. That 

performance is linked to the recovery in employment and earnings witnessed in 2017, where 

these indicators rose by 3.2% and 4.6%, respectively. In nominal terms, the increase recorded 

in social contributions was 1096 M€, 93% of which is explained by growth in actual 

contributions (1023 M€) and just 7% by the rise in imputed contributions (73 M€). 

In 2017 the tax burden as a percentage of GDP was the highest since 1995.15 The 

increases in indirect taxes and actual social contributions of 0.3 p.p. and 0.2 p.p. of GDP, 

respectively, meant the tax burden increased from 34.2% of GDP in 2016 to 34.5% in 2017 

(Chart 11). This change was partially offset by the decline in the relative weight of direct taxes 

(-0.1 p.p. of GDP). 

                                                   
15 The SEC 2010 series is available in the table “General Government Revenue, Expenditure and Debt” (as % of GPD) 

on the CFP website. 

http://www.cfp.pt/wp-content/uploads/2015/04/EstatFP_SEC2010_Anual_CFP_VNA.xlsx
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Chart 11 – Tax burden from 2012-2017 (p.p. of GDP) 

 

Source: INE. CFP calculations. Notes: The relative weight of capital taxes is negligible over the period, so it does not 

appear on the chart. The totals may not match the sums of the individual items as a % of GDP due to rounding. 

 

Non-tax and non-contributions revenue fell for the fifth year running in 2017. 

Contributing to this fall (-275 M€ or -2.4%) was the recorded decrease in “other current 

revenue” (-340 M€ or -8%) and in capital revenue (-62 M€ or -7.8%), even after the 127 M€ 

(or 1.9%) increase seen in the sale of goods and services. “Other current revenue” suffered 

from both the decline in revenue from outside of GG (-236 M€ or -8.9%) and from the 

decrease in interest earned on CoCo bonds. While in the opposite direction there was an 

increase in dividends received (150 M€ or 39.5%), due in the main to the increase in Bank of 

Portugal dividends. For its part capital revenue was penalised by the base effect linked to the 

receipt in 2016 of the sum of 302 M€ relating to the return of the prepaid margins by the 

EFSF, despite the positive influence of the partial recovery of the guarantee provided to the 

BPP bank in 2017 (73 M€). 

Net of the effect of one-offs, total GG revenue grew by 4.8%, up 0.4% on the 2016 

figure. Adjusted GG revenue grew by 3808 M€, solely on the back of the growth in tax and 

social contributions revenue (3854M€; 5.7%). Note the 5.9% (2711 M€) increase in adjusted 

tax revenue, which accounts for 71% of the growth in adjusted GG revenue and was a 

considerable increase when compared to the 1.2% seen in 2016. Adjusted non-tax and non-

contributions revenue dropped slightly compared to 2016 (-46 M€; -0.4%). This decline is 

fully explained by the negative performance of “other current revenue” (-340 M€; -8%), since 

both sales and capital revenue, net of one-offs, grew by 127 M€ (1.9%) and 167 M€ (33.8%), 

respectively. As a percentage of GDP, adjusted GG revenue rose by 0.3 p.p. to 42.9%, since 

the growth in revenue (4.8%) was greater than the annual change in GDP (4.1%).  
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Table 2 – General Government Account  

 
Source: INE. CFP calculations. | Notes: Details on the temporary and one-off measures taken into account when calculating 

the General Government account are given in Table 12. 

2.3 ANALYSIS OF EXPENDITURE  

Following the 3.8% decrease in 2016, public expenditure rose by 6.2% in 2017. 

Excluding the impact of the CGD recapitalisation, the increase was 1.5% (Chart 12). In 

2017 GG expenditure reached 88 550 M€, a growth of 5179 M€ against the previous year. 

Around 76% of that increase came from the CGD recapitalisation, under which the State paid 

a tranche amounting to 3944 M€ in the 1st quarter of 2017.16 The increase in expenditure in 

2017 contrasts with the 3294 M€ (3.8%) decrease recorded in 2016, which had been 

influenced by the base effect from the Banif settlement in 2015 (2463 M€). The CGD 

recapitalisation meant that the relative weight of public expenditure in the nation’s wealth 

rose by 0.9 p.p. in 2017 (from 44.9% of GDP to 45.9% of GDP). Excluding this impact, public 

expenditure as a percentage of GDP fell from 44.9% in 2016 to 43.8% in 2017, as a result of 

the nominal growth in expenditure (1.5%) being less than that of GDP (4.1%). 

 

                                                   
16 2500 M€ by way of a share capital increase in cash and the remainder through a share capital increase in kind, 

according to MF Communiqué of 30 March 2017 (here available in Portuguese). 

2016 2017 M€
change 

% 

p.p. of 

GDP
2016 2017 M€

change 

% 

p.p. of 

GDP

Total revenue 79 706 82 841 3 135 3,9 -0,1 78 960 82 768 3 808 4,8 0,3

 Current revenue 78 909 82 106 3 197 4,1 0,0 78 466 82 106 3 640 4,6 0,2

Tax revenue 46 428 48 743 2 315 5,0 0,2 46 032 48 743 2 711 5,9 0,4

Indirect taxes 27 347 29 028 1 681 6,1 0,3 27 243 29 028 1 785 6,6 0,3

Direct taxes 19 081 19 715 633 3,3 -0,1 18 788 19 715 926 4,9 0,1

Social contributions 21 609 22 704 1 096 5,1 0,1 21 561 22 704 1 143 5,3 0,1

of which: actual soc. contr. received 16 929 17 952 1 023 6,0 0,2 16 882 17 952 1 070 6,3 0,2

 Sales & other current revenues 10 873 10 659 -213 -2,0 -0,3 10 873 10 659 -213 -2,0 -0,3

Sales 6 625 6 752 127 1,9 -0,1 6 625 6 752 127 1,9 -0,1

Other current revenue 4 247 3 907 -340 -8,0 -0,3 4 247 3 907 -340 -8,0 -0,3

Capital transfers received 796 734 -62 -7,8 0,0 495 662 167 33,8 0,1

Total expenditure 83 371 88 550 5 179 6,2 0,9 83 405 84 264 859 1,0 -1,3

Primary expenditure 75 610 81 075 5 465 7,2 1,2 75 644 76 789 1 144 1,5 -1,0

Current primary expend. 72 058 72 703 645 0,9 -1,2 71 981 72 643 662 0,9 -1,2

Intermediate consumption 10 418 10 470 52 0,5 -0,2 10 418 10 470 52 0,5 -0,2

Compensation of employees 20 881 21 270 389 1,9 -0,2 20 881 21 270 389 1,9 -0,2

Social transfers 35 113 35 616 503 1,4 -0,5 35 113 35 616 503 1,4 -0,5

not in kind 31 730 32 170 440 1,4 -0,4 31 730 32 170 440 1,4 -0,4

in kind 3 383 3 446 63 1,9 0,0 3 383 3 446 63 1,9 0,0

Subsidies 975 866 -109 -11,1 -0,1 975 866 -109 -11,1 -0,1

Other current expenditure 4 671 4 481 -190 -4,1 -0,2 4 594 4 421 -173 -3,8 -0,2

Capital expenditure 3 552 8 372 4 820 135,7 2,4 3 664 4 146 482 13,2 0,2

GFCF 2 734 3 415 682 24,9 0,3 2 845 3 456 611 21,5 0,3

Other capital expenditures 819 4 957 4 138 505,6 2,1 819 690 -129 -15,7 -0,1

Interest paid 7 761 7 475 -286 -3,7 -0,3 7 761 7 475 -286 -3,7 -0,3

General government balance -3 665 -5 709 -2 044 : -1,0 -4 445 -1 496 2 949 : 1,6

-2,0 -3,0 : : -1,0 -2,4 -0,8 : : 1,6

Primary balance 4 096 1 766 -2 330 : -1,3 3 316 5 979 2 663 : 1,3

2,2 0,9 : : -1,3 1,8 3,1 : : 1,3

Nominal GDP 185 494 193 049 7 555 4,1 185 494 193 049 7 555 4,1

in % of GDP

in % of GDP

Non adjusted Adjusted

M€ Change 2016/2017 M€ Change 2016/2017

https://www.portugal.gov.pt/download-ficheiros/ficheiro.aspx?v=e8dba6f8-17ad-4b29-adf4-1edda34a834e
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Chart 12 – Contributions to the year-on-year change in public expenditure (p.p.) 

Including the impact of CGD Excluding the impact of CGD 

 

 

Source: INE. CFP calculations. | Note: for presentation convenience the scales used in the charts are different due to the 

large impact of the CGD recapitalisation transaction in 2017 (equal to 2% of GDP). 

Most expenditure items saw an increase compared to 2016, with the exception of 

interest, subsidies and “other current expenditure”. Capital expenditure contributed 5.8 

p.p. to the 6.2% recorded in GG expenditure in 2017 (left-hand panel of Chart 12), driven 

above all by the aforementioned impact of the CGD recapitalisation which is reflected in 

“other capital expenditure” (for a detailed analysis of this item see section 4.1.). The rate of 

growth in current primary expenditure slipped from 1.8% in 2016 to 0.9% in 2017, due to the 

slowdown in intermediate consumption and compensation of employees.17 Interest 

payments fell by 3.7% and contributed to the curbing rate of growth in public expenditure 

for the third year running.  

Expenditure on social transfers made the largest contribution to the increase in current 

primary expenditure in 2017. This expenditure reached 35 616 M€ in 2017, i.e. a higher rate 

of growth (1.4% or 503 M€) than in 2016 (1.2% or 402 M€). The increase in spending on social 

transfers (for the third year running) is explained above all by the performance of transfers 

other than in kind (+440 M€), given the 439 M€ increase in pensions, of which 419 M€ is 

linked to Social Security (left-hand panel of Chart 13). A number of factors contributed to this 

rise: i) the updating of pensions (in some cases through an extraordinary increase from 

August onwards);18 ii) the end of the non-updating of the social support index (IAS); iii) the 

impact, since the beginning of the year, of the changes to family allowance, to Social Insertion 

Allowance (RSI), to the Solidarity Supplement for the Elderly (CSI) and to parental allowance, 

plus the abolition of the Extraordinary Social Solidarity Contribution (CES).19 The increase in 

social transfers other than in kind was offset by the decrease in unemployment benefit (down 

197 M€ or 13.1%), as a result of the 2.2 p.p. fall in the average rate of unemployment, as well 

as the number of people receiving unemployment benefit (-12.4%). As a percentage of GDP, 

GG expenditure on social transfers fell for the fourth year running, to stand at 18.4% in 2017 

(right-hand panel of Chart 13). 

                                                   
17 In 2017 the level of GG intermediate consumption was practically the same as in the previous year. Section 4.1. 

of this report analyses the change in this account compared to the initial forecast. 

18 The impact of the extraordinary updating of social security pensions was 77 M€. Furthermore the number of old-

age pensioners at the end of 2017 was 0.2% up on the number at the end of 2016 (an additional 4462 pensions). 

19 CES was completely abolished as from 1 October 2016 under Law no. 159-A/2015 of 30 December. In national 

accounts revenue from CES is set against social transfers expenditure. 
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Chart 13 – Developments in expenditure on social transfers (GG) 

Outturn breakdown (in M€) Weight in the period 2010-2017 (in % of GDP) 

 

 

Source: INE. CFP calculations. 

 

The rate of growth in compensation of employees slowed from 2.6% (or 532 M€) in 

2016 to 1.9% (or 389 M€) in 2017. This slowdown was brought about by Central 

Government, since Regional and Local Government expenditure rose slightly (left-hand panel 

of Chart 14). The increase recorded in 2017 is explained by the price effect, due mainly to the 

full restoring of pay where the total impact, already felt in the 4th quarter of 2016, was felt in 

the first three quarters of 2017. Note that compensation of employees also reflects the 

restoring of the 35-hour week. As a percentage of GDP, compensation of employees fell 0.2 

p.p. (from 11.3% to 11.0% of GDP), keeping the downward path that began in 2014.  

Chart 14 – Development in compensation of employees (GG) 

Annual change, by subsector (in M€) Weight in the period 2010-2017 (in % of GDP) 

 

 

Source: INE. CFP calculations. | Notes: The left-hand side does not include the Social Security Funds subsector because the 

changes in question are minor. GG – General Government; CG –Central Government; RLG – Regional and Local 

Government. 

Spending on Gross Fixed Capital Formation (GFCF) increased in 2017, following a 

significant decrease the previous year. This expenditure has been on a downward path 

since 2011, which was only interrupted by an increase of 599 M€ in 2015 and another of 

682 M€ in 2017 (after a decrease of 1312 M€ the previous year). Over two-thirds of the 

increase witnessed in 2017 came from Regional and Local Government (left hand panel of 

Chart 15), mainly in regard to construction and building works (except housing). In 2017 GFCF 

stood at 3415 M€, which is equal to 1.8% of GDP, up 0.3 p.p. on the previous year. 

 

 

 

% Ctrc*

Social transfers 35 113 35 616 1,4 1,4

other than in kind 31 730 32 170 1,4 1,3

Pensions 25 329 25 768 1,7 1,3

Pensões CGACGA pensions 9 418 9 430 0,1 0,0

Social Security pensions 15 833 16 252 2,6 1,2

Unemployment benefits 1 510 1 312 -13,1 -0,6

Other 4 892 5 090 4,1 0,6

in kind 3 383 3 446 1,9 0,2
Source: INE and the Ministry of Finance. CFP calculations. | Notes: * Ctrc means contribution for the 

total expenditure with social transfers rate of change. For the calculation of pensions in national 

accounts, CFP used data from CGA and Social Security.
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Chart 15 – Development in GFCF (General Government) (M€)  

Annual change, by subsector Developments in the period 2011-2017 

 

 

Source: INE. CFP calculations. | Note: the figures are influenced by the impact of temporary and one-off measures as 

described in Table 12. GG – General Government; CG – Central Government; RLG – Regional and Local Government; SSF – 

Social Security Funds. 

Expenditure on interest fell for the third year running and totalled 7475 M€ in 2017. 

This item recorded the largest decrease in terms of expenditure (3.7%, 286 M€), despite debt 

stock having seen a nominal rise of 0.7% compared to the figure at the end of 2016. The said 

decrease is explained by the price effect, most notably the decline in the implicit interest rate 

from 3.4% in 2016 to 3.1% in 2017. Expenditure on interest as a percentage of GDP stabilised 

at 4.9% from 2012-2014, before falling steadily over the next three years, having been 4.6% 

of GDP in 2015, 4.2% of GDP in 2016 and 3.9% of GDP in 2017. 

In adjusted terms, GG expenditure rose by 1.2% in 2017, despite losing relative weight 

in GDP over the last four years. Net of the impact of temporary and one-off measures,20 

total expenditure was 84 383 M€ in 2017, a 1.2% increase (or 978 M€) over the previous year 

(Table 2). Primary expenditure grew by 1.7% due to the performance of current primary 

expenditure (+722 M€) and capital expenditure (a rise of 541 M€ brought about by the 611 

M€ increase in GFCF, mainly in local government). Whilst interest payments fell by 3.7%. As a 

percentage of GDP adjusted expenditure decreased for the fourth year running, to stand at 

43.7%, a sum that represents a decrease of 1.3 p.p. of GDP compared to 2016 and of 5.8 p.p. 

in accumulated terms over the four-year period. 

Box 2 – Budgetary control instruments in 2017  

This Box examines the management of budgetary control instruments by the Ministry of Finance in 2017. Although the 

figures are in public accounts they are treated similarly in national accounts. 

Budget retentions are the retaining of part of a central government expenditure allocation, designed to ensure flexible 

control over the budget outturn. Conditional use of 2017 budget allocations was provided for initially in the SB/2017 

Law.1  

                                                   
20 In 2017 the net impact of these expenditure measures was unfavourable to the tune of 4167 M€ as a result of 

the following measures: i) CGD recapitalisation (3944 M€); ii) cost of converting deferred tax assets into tax credits 

(153.6 M€); iii) expenditure relating to swap contracts signed by the public transport operators STCP and Carris 

(111 M€); iv) sale of F-16 aircrafts to Romania, as the revenue (41 M€) was set against expenditure. In 2016, the net 

impact of temporary and one-off measures on expenditure was favourable (34 M€), since the one-off payments to 

the European Union (77 M€) were offset by the revenue from the sale of F-16 aircraft to Romania (111 M€ which 

was set against expenditure that year). 
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According to information provided by the DGO, the initial retentions falling on the actual expenditure of central 

government departments and bodied in 2017 totalled 1880 M€ - the highest figure in recent years. However, this was 

not the savings taken into account in SB/2017. In national accounts there were 516 M€ savings in the GG Account 

for 2017 under intermediate consumption, of which 427.1 M€ related to the budget reserve. Note that the budget 

allocations listed in the SB Law (which were approved by Parliament) are not net of retentions, unlike in the tables 

published in the SB Report which include the GG Account for 2017.  

Table 3 – Retentions on actual central government expenditure in 2017 (M€) 

  
Source: DGO (initial retentions) and SIGO. CFP calculations. | Notes: not including financial 

assets or liabilities; not including reflexive retentions that impact on SB budget transfers to 

entities that are financially independent; retentions impacting on “other current 

expenditure” include the budget reserve. 

According to the provisional figures available from SIGO, in 2017 retentions totalled 1370 M€, with final retentions 

amounting to 510 M€. This figure is equal to 27.1% of total initial retentions, and in relative terms is the lowest 

figure in recent years: in the last three years final retentions were, on average, half of the initial retentions. In absolute 

terms, final retentions in 2017 were in line with the figures recorded in 2014 (566 M€) and 2015 (522 M€), but 

well below the 941 M€ recorded in the previous year.  

Chart 16 – Management of budget retentions from 2014-2017 

Initial retentions vs. Final retentions (M€) Weight of final retentions (%) 

  
Source: DGO (2014-2016), DGO (initial retentions 2017) and SIGO (final retentions 2017). CFP calculations. | Notes: not including financial 

assets or liabilities; not including reflexive retentions that impact on SB budget transfers to entities that are financially independent; the 

relative weight of final retentions is equal to their weight in total initial retentions. 

Given that in the GG Account for 2017, in both public and national accounts, there were already implicit savings of 516 

M€ (from a share of the initial retentions) and that final retentions were 510 M€, it may be concluded that the 

permanent retentions in 2017 were practically in line with the forecast in SB/2017. 

As is usually the case, most of the final retentions fell on the purchase of goods and services: 235 M€. These savings 

were 146.1 M€ higher than the MF estimate in the GG Account for 2017 (which was 88.9 M€). In the opposite direction, 

savings on “other current expenditure” (which includes the budget reserve) were 150 M€.  

The budgetary reserve (laid down in article 4 of the SB/2017 Law) accounted for a retention of 2.5% of the budget for 

each central government budgetary programme for 2017 and totalled 433.6 M€.2 According to clarifications from the 

MF, the budget reserve net of retentions was 6.5 M€ which was charged to “other current expenditure”, in public 

accounts and to intermediate consumption, in national accounts. However, over the course of the year, 278 M€ of the 

budgetary reserve was employed, and so it was 272 M€ above the expenditure initially forecast for the GG 

Account for 2017. The budget reserve was mainly used to reinforce the budget of the Education Finance Management 

Institute (Instituto de Gestão Financeira da Educação): 113 M€ assigned to Basic and Secondary Education 

Initial

retentions Value Degree Value Degree

(1) (2) (3)=(2)/(1) (4) (5)=(4)/(1)

Current expenditure: 1 612 1 137 70,6% 475 29,4%

Compensation of employees 242 173 71,5% 69 28,5%

 Procurement of goods and services 748 513 68,6% 235 31,4%

Interest paid 11 8 69,9% 3 30,1%

Current transfers 59 41 69,7% 18 30,3%

Other current expenditure 552 402 72,8% 150 27,2%

   - Budgetary reserve 427 272 63,6% 155 36,4%

Capital expenditure: 268 232 86,7% 36 13,3%

 Procurement of capital goods 233 205 88,2% 27 11,8%

Capital transfers 34 25 75,5% 8 24,5%

Other capital expenditure 1 1 100,0% 0 0,0%

Total 1 880 1 370 72,9% 510 27,1%
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Establishments. The CFP sought clarification as to which expenditure items had been reinforced through the budgetary 

reserve in 2017, and the DGO replied that this analysis had not yet been finalised by the DGO to be incorporated in the 

2017 State General Account report. 

Table 4 – Use of budgetary reserve in 2017 (M€)  

 
   Source: SIGO. CFP calculations.  

The provisional appropriation is another budgetary control tool, to the extent that its use may only be authorised by 

the Minister of Finance, in exceptional circumstances. As in recent years, the provisional appropriation for 2017 

(totalling 535 M€) was fully used. Around two-thirds of this sum was used to reinforce the allocation for 

compensation of employees at basic and secondary education establishments (355 M€). Attention is also drawn to the 

allocation of resources to the NHS (108 M€, via the Central Government Health System (ACSS), so as to make good 

payments in arrears in this sector. 

Table 5 – Reinforcements funded by the provisional appropriation in 2017 (M€)  

 
Source: DGO. CFP calculations.  

The remaining allocations centralised in the Ministry of Finance and impacting on national accounts had the 

following outturns: 16.9 M€ of the allocation relating to the overall national match-funding (100 M€) was used and that 

assigned to Portugal’s participatory budgeting (3 M€) was fully used. 

Therefore, the management of the aforementioned budgetary control tools had a favourable impact compared to 

the SB/2017 forecast of 77 M€ on the GG budgetary balance in national accounts in 2017, due to the saving of 

83 M€ on expenditure relating to the overall national public contribution and an unfavourable deviation of 6 M€ in 

budget retentions compared to the initial forecast.  

__________________________ 

1 – Article 4 of Law no. 42/2016 of 28 December, which sets out the percentages, exceptions (including items relating to Health Service 

purchases), redistribution and unblocking of funds. Later, additional retentions were made covering allocations relating to compensation 

of employees, under the Budget Outturn Law for 2017 (article 5 of Decree-Law no. 25/2017 of 3 March). 

Budgetary reserve (of which:) 433,6              155,4           278,2   

Instituto de Gestão Financeira da Educação 113,4 0,0 113,4

Secretaria Geral do Ministério da Administração Interna 38,5 0,0 38,5

Infraestruturas de Portugal 36,2 0,0 36,2

Instituto de Gestão Financeira e Equipamentos da Justiça 23,2 0,0 23,2

ADSE - Instituto de Proteção e Assistência na Doença 13,3                   0,0             13,3   

Entity Initial Final Use

Sovereign Bodies

Fundo de Emergência Municipal 0,6 0,6

Gabinete do Representante da República - Região Autónoma dos Açores 0,2 0,2

Ministry of Culture

Direção-Geral do Património Cultural 3,0 3,0

Ministry of Science, Technology and Higher Education

Universities and Polytechnic Institutes 6,0 6,0

Ministry of Education

Educational establishments and high school education 355,0 355,0

Ministry of Health

Administração Central do Sistema de Saúde, I.P. 107,8 107,8

Administração Regional de Saúde do Norte, I.P. 17,9 17,9

Administração Regional de Saúde de LVT, I.P. 37,4 37,4

Ministry of Planning and Infrastructure

Agência para o Desenvolvimento e Coesão 1,1 1,1

Ministry of Agriculture, Forestry and Rural Development

Instituto de Financiamento da Agricultura e Pescas I.P. 6,0 6,0

             355,2           176,8             3,0         535,0   Total 

Ministry / Entity
Compensation 

of employees

Current 

transfers to 

AFS

Capital 

transfers 

to AFS

Total 
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2 - Institutions belonging to the NHS and Higher Education institutions were exempted from contributing to the budget reserve, as 

were the RPC covered by the simplified scheme. The budget reserve calculation does not impact on expenditure financed by European 

funds, financial assets or liabilities, allocations relating to employees undergoing requalification and the so called specific allocations. 

Box 3 – Main fiscal developments by General Government subsector 

In 2017 all General Government (GG) subsectors made negative contributions to the change in the GG deficit, 

except the Social Security Funds (SSF). The negative change in the Central Government balance (CG) was influenced 

by the CGD recapitalisation recorded in the 1st quarter of the year. As for Regional and Local Government (RLG), despite 

contributing to a decrease in the deficit up to September, the figures produced by the INE show the budget surplus 

deteriorated in the third quarter. SSF returned a growing accumulated budget surplus over the course of the year 

(Chart 17). 

Chart 17 – Subsectors’ contributions to the change in the GG deficit in 2017 

M€ In GDP p.p. 

  

Source: INE. CFP calculations. | CG- Central Government; RLG – Regional and Local Government; SSF – Social Security Funds; GG –

General Government. 

Central Government (CG) 

In 2017 Central Government increased the GG deficit by 1.1 p.p. of GDP (2450 M€). This development was caused 

by the increase in “other capital expenditure”, as a result of the CGD recapitalisation, despite the increase in tax revenue. 

In consolidated terms 1, CG accounted for 62.2% of total GG expenditure. In the remaining subsectors, the increase in 

the SSF surplus (673 M€; 0.3 p.p. of GDP) was able to offset the decline in the Regional Government (-143 M€) and 

Local Government (-124 M€) budget surpluses, producing a 1.0 p.p. increase in the deficit for GG as a whole (right-

hand panel of Charts 17 and 18). Note that CG records as expenditure transfers paid to other subsectors, in particular 

those stemming from their respective sector finance laws.2 

Chart 18 – Budgetary balance by General Government subsector (M€) 

CG budget balance RLG and SSF budget balance 

  

Source: INE. CFP calculations. | CG- Central Government; RLG – Regional and Local Government; RG – Regional Government; LG –

Local Government; SSF – Social Security Funds. 

Regional and Local Government (RLG)3 

In 2017 the RLG subsector recorded a budget surplus (588 M€). Since 2012 this subsector has seen a budget 

surplus. However, the latest balance was 267 M€ lower than in 2016 (855 M€). The difference against the improvement 

predicted in SB/2017 (116 M€) results not only from the fact that expenditure has increased by 707 M€ (higher than 

the expected 527 M€) but also from the rise in revenue (441 M€) being lower than initial expectations (643 M€), as 

shown in Chart 19. These developments meant that in 2017 RLG made a negative contribution to the GG deficit of 0.2 

p.p. of GDP. RLG accounted for 12.4% of total GG expenditure in 2017.1 

Regional Government (RG) 

In 2017 RG produced a surplus (28 M€) for the fifth year running, although it was 143 M€ lower than in 2016 

(Chart 19). In national accounts the Madeira Autonomous Region (RAM) continued along the budget surplus path that 

began in 2013, and in 2017 recorded a positive budgetary balance of 85 M€, which was 148 M€ down on 2016. For its 

part the Azores Autonomous Region (RAA) made a slight correction (6 M€) to its budget deficit which totalled 57 M€ 

in 2017.4  

In both regions the observed outcome was brought about by a decrease in revenue, both tax revenue (especially 

CIT revenue in Madeira), and “other current revenue”. Among the transfers received by the subsector, those from 
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CG (522 M€ in 2017, i.e. 20% of RG revenue) are noteworthy. 424 M€ of these transfers relate to SB transfers under 

regional finance laws (-0.5% compared to 2016).4 

RG expenditure rose by just 44 M€, less than predicted in SB/2017 (192 M€), due in part to capital expenditure 

being lower than expected. Around half of the increase in RG expenditure comes from the increase in current primary 

expenditure: the decrease in “other current expenditure”, which includes transfers paid to other sectors of the economy, 

was not sufficient to make up for the increase in the other items, namely compensation of employees, intermediate 

consumption and social transfers. 

 

 Chart 19 – Contributions to annual balance change in RLG and SSF subsectors (M€) 

2016 2017 

  

Source: INE. CFP calculations. | RLG – Regional and Local Government; RG – Regional Government; LG – Local Government; FSS – 

Social Security Funds. Note: The sum of the RG and LG contributions to revenue and expenditure does not exactly match the 

aggregates from the RLG standpoint due to cross-sectoral flows between RG and LG. 

Local Government (LG) 

LG recorded a budget surplus for the seventh year running. However, the balance reported in national accounts, 

(560 M€) was 124 M€ down on 2016 (Chart 19). This decrease occurred for the first time since 2013, and penalised 

the budget deficit development, whereas the opposite effect was forecast in SB/2017. The increase in expenditure 

(660 M€) around twice that expected by the MF (320 M€) accounts for this difference, since revenue grew in line with 

forecasts in SB/2017 (6.2%). 

Around two-thirds of the increased Local Government expenditure in 2017 came from investment. Although 

current expenditure also increased, namely in terms of compensation of employees and other current expenditure, 

GFCF rose by 463 M€ (or 38.5%). LG expenditure in consolidated terms,1 corresponded to 9.6% of total GG expenditure 

in 2017. 

In 2017 the largest contribution to the change in LG revenue came from the increases in tax revenue and capital 

revenue. Contrary to the decrease underlying the SB/2017 estimate, tax revenue increased by 241 M€, based mainly 

on IMT revenue, linked to the booming real estate market. Capital revenue, despite rising by 156 M€ (for instance 

European Union co-finance transfers) fell short of the MF projection. Transfers from CG, which include those required 

by the Local Finance Law, totalled 2660 M€ in 2017 (29% of LG revenue), having risen 4.4%.  

Social Security Funds (SSF) 

In 2017 SSF fiscal developments contributed 673 M€ to the decrease in the public deficit, having achieved a 

budget surplus of 2233 M€. Even if the extraordinary SB transfer 5 is excluded, the subsector recorded a budget 

surplus for the third time since 2015 (right-hand panel of Chart 18). Revenue grew by 1066 M€ (or 4.3%) and more 

than offset the increase in the subsector’s expenditure of 394 M€ (or 1.7%) – Chart 19. 

Social contributions, which are the subsector’s main source of revenue, increased by 7.0% in 2017 (or 1040 M€). 

This growth constitutes an increase of 2.0 p.p. over 2016, in line with the favourable change in the labour market that 

year. The transfers SSF received from CG fell slightly overall (0.4%), which contributed to the decrease in the 

extraordinary SB transfer (220 M€), as has been the case since 2014, and this was only partially offset by the increase 

in the SB transfer under the Social Security Framework Law (+119M€). 

Social transfers are the subsector’s largest form of expenditure and they rose by 1.6% in 2017 (327 M€), which 

was nonetheless more favourable than the SB/2017 estimate. As in 2016, the increased spending on pensions and 

other social transfers was offset by the saving in unemployment benefit (see point 2.3 Analysis of Expenditure). 

_________________________ 

1 – Excluding transfers and interest paid to other GG subsectors. 

2 – Total CG transfers paid to other GG subsectors in 2017 were 11 337 M€ while total transfers received from the remaining subsectors 

were 1287 M€. These transfers between subsectors are consolidated when GG is viewed as a whole, since the expenditure of one 

subsector is also the revenue of another. 

3 – This subsector encompasses Regional Government (RG) – namely the autonomous regions of Madeira and the Azores – as well as 

Local Government (LG). In Portugal both are included in code S.1313 of SEC 2010, since RG does not cover the whole country and RG 

and LG are subdivisions. 

4 – See the INE publication on the Excessive Deficit Procedure, April 2018, p. 6.  

5 – Transfers, begun in 2012, intended to meet the deficit on Pay-as-you-go Welfare System. SB/2018 does not foresee any transfer of 

this kin as it assumes the welfare scheme will have a positive balance. 
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3 CHANGE IN PUBLIC DEBT IN 2017 
 

3.1 MAASTRICHT DEBT 

Change as a percentage of GDP 

In 2017 the debt ratio was 125.7% of GDP, which represents a decrease of 4.2 p.p. of 

GDP and contrasts with the 1.1 p.p. increase in 2016. Net of central government deposits, 

net fell by 2.6 p.p. and stood at 118% of GDP (Chart 20). Half of this decrease (2.1 p.p. of GDP) 

was brought about by the stock-flow adjustment (see section 3.2.). Similarly, the dynamic 

effect, which combines the growth effect (5.1 p.p.) and the interest effect (3.9 p.p.), also 

contributed to the decrease in debt to the tune of 1.2 p.p. of GDP. To a lesser extent, and 

repeating the performance seen in previous years, the primary balance had a 0.9 p.p. 

favourable impact on the debt ratio (Table 10).  

Chart 20 –General Government debt developments (% of GDP) 

 
Source: BoP. CFP calculations. 

 

 

Change in nominal terms 

In 2017 General Government debt stock (Maastricht definition) followed the growth 

path seen in recent years and reached 242,600 M€. Compared to 2016 the increase was 

1,700 M€, a sum substantially lower than the 9,400 M€ growth in 2016 (left-hand panel of 

Chart 21). This performance is explained by the growth in deposits and in short and long-

term debt instruments. Whereas loans saw a decrease in both the short and the long run, 

compared to 2016, in particular long-term loans due to the early repayment of the IMF loans 

amounting to 10,000 M€. Consequently, there was a slight decrease in the relative weight of 

long-term debt compared to 2016, which went from 83.3% to 82.7% of the total in 2017. 

Once again central government was the subsector responsible for the debt increase. 

The growth in this subsector’s consolidated debt (+4,200 M€) exceeded the total increase in 

Maastricht debt, and was marginally offset by the decrease in the other subsector’s 

consolidated debt, in particular Regional and Local Government (-213.3 M€), as shown in the 

right-hand panel of Chart 21. Local government was responsible for this change (-321.2 M€), 
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since regional government recorded an increase of 108 M€, explained almost entirely by 

Azores regional Government debt (94.4 M€). 

Chart 21 – Interest payments and change in debt by subsector (M€) 

Debt and interest costs Subsectors contributions for consolidated debt change 

 
 

Source: INE and Bank of Portugal. CFP calculations. 

3.2 STOCK-FLOW ADJUSTMENT 

In 2017, the increase in public debt (1738 M€) was less than one third of the deficit 

generated that year (5709 M€). Almost three-quarters of the difference between the deficit 

and the debt (-3972 M€) was explained by the negative net purchase of financial assets, since 

the volume of sales was greater than the purchases of such assets, a reversal of the situation 

in 2016. One of the main contributors to these dynamics was the decrease in cash and 

deposits (-2582 M€), which is explained in large measure by the early repayment of the IMF 

loans as well as the sale of debt instruments, in particular the final CoCo repayment by BCP. 

Other contributions to the negative nature of the stock-flow adjustment in 2017 came from 

liabilities not included in debt (-518 M€) and “other changes in the volume and price of 

liabilities included in debt” (-628 M€). The former reflects above all central government’s 

commercial debts, particularly those of health sector bodies, which are not taken into account 

under the Maastricht definition of debt, and only affect this indicator if money is borrowed 

to settle these debts. The latter refers to the capital gains on the issuing of debt instruments 

and any favourable impact of the difference between interest due and interest paid, of which 

the favourable effects more than offset the negative impact of repaying debt above its 

nominal value the rise in value of debt in foreign currencies.  
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Table 6 – Stock-flow adjustment (M€) 

 

Source: INE and Bank of Portugal. CFP calculations. 

3.3 FINANCING SECTOR  

Maastricht Debt 

The largest public debt (Maastricht definition) creditor, including official institutions, 

continues to be the non-resident sector. This sector represents 54.2% of total borrowing, 

with the EFAP loans along with the Eurosystem programmes (SMP – Security Markets 

Programme and PSPP – Public Sector Purchase Programme) accounting for around 29.4% of 

the total (Chart 22). The relative weight of the resident sector has remained stable since 2012 

at around 25%-30%. As for private individuals, they have increased their exposure as public 

debt creditors, mainly through the purchase of savings products and Floating Rate Treasury 

Bonds. Lastly, the relative weight of corporate lending, excluding commercial credit, 

continues to experience a decline and is now negligible in total Maastricht debt stock.  

Chart 22 – Public debt financing sector (Maastricht definition) (M€ and %) 

 
Source: BoP, BCE and IGCP. CFP calculations. | Note: the sum of the individual items may not be 

100% due to rounding. EFAP – Economic and Financial Adjustment Programme. 

2015 2016 2017

(1) Budget Deficit GG 7 918 3 665 5 709

(2) Stock-flow adjustments (difference) = (3)-(1) -2 446 5 705 -3 972

Net acquisition of financial assets (+) -4 004 5 216 -2 826

Currency and deposits -3 117 4 480 -2 582

Securities other than shares -976 5 -571

Loans 90 -113 -16

Shares and other equities -170 -115 288

Other financial assets 169 959 55

Financial l iabilities not included in Debt (-) 1 763 379 -518

Other changes in debt (including valuations] (+) -205 110 -628

(3) Change in Debt GG 5 472 9 370 1 738

(4) Public debt (Maastricht ) 231 513 240 883 242 620

Public debt (% of GDP) 128,8 129,9 125,7

Memo items:

Interest 8 210 7 761 7 475

Implicit interest rate (J/Dt-1) 3,6% 3,4% 3,1%

General Government
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The Eurosystem, through the asset purchase programme that began in March 2015, known 

as PSPP, has remained a significant player in the Portuguese public debt market despite a 

decline in its relative position. In 2017 total Eurosystem purchases (6,700 M€) represented 

around 37% of gross TB issues and almost all net Treasury Bond issues (6,800 M€). In 2018, 

given the level of monthly purchases seen in the 1st quarter of this year, it is likely that PSPP 

purchases will continue to fall and will represent less than half of gross issues. 

Chart 23 – Treasury Bond issues (‘000 M€) 

 
Source: IGCP and BCE. CFP calculations. | * The projections for gross and net issues of 

Treasury Bonds (TB) considered in 2018 include MTN issues, as stated in IGCP’s 

presentation to investors of 16 March 2018. It has been assumed that purchases under 

the PSPP in 2018 will continue at the average rate recorded in the 1st quarter of 2018. 

 

 

Total debt  

The major financing sector for central government debt continues to be the non-

resident sector, while the banking sector remains the largest local and regional 

government creditor. The non-resident sector accounted for 52% of central government 

borrowing in 2017, while the financial sector, along with private individuals and other 

subsectors, represented 48% of total borrowing (left-hand panel of Chart 24). As regards 

Regional and Local Government, the financial sector continues to be the largest creditor 

(51%). Attention must be drawn to the decline in foreign borrowing, whose relative weight 

went from 18% in 2007 to 10% in 2017. In the opposite direction borrowing from private 

individuals and other subsectors has steadily increased (from 27% in 2007 to 30% in 2017). 
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Chart 24 – Total consolidated debt of central government and Regional and Local Government by 

financing sector (M€ and % of total) 

Financing sector of central government Financing sector of regional and local government 

  

Source: BoP. CFP calculations. | Notes: The sum of the individual items may not be 100% due to rounding. For presentation 

purposes the scales on the charts are different. 

 

In 2017, the debt of public corporations within the scope of General Government 

decreased (-991 M€), and General Government remained the main lender.21 The debt of 

public corporations within the scope of General Government fell in 2017, continuing the trend 

seen since 2014 (Chart 25). Despite the fall in total debt in recent years, since 2011, the start 

of the EFAP, there has been an increase in the borrowing from General Government. 

Therefore, an examination of the consolidated debt22 of public corporations within the scope 

of General Government shows a decrease of 1,700 M€ in 2017 (following a decrease of 771 

M€ in 2016). As for the debt of public corporations not included within the scope of General 

Government, the downward trend seen since 2012 continues, with a decrease in the positions 

of all the financing sectors, except for General Government. 

The corporations within the scope of central government or Regional and Local 

Government continue to borrow mainly from the resident sector. In the case of central 

government there has been a decline in the relative weight of non-resident lending since 

2012, as well as the financial sector, and they have been partially replaced by private 

individuals and other subsectors (Chart 25). The debt of corporations within the scope of 

Regional and Local Government also recorded a decrease, contrary to the slight increase seen 

in 2016. All financing sectors contributed to this outcome, with the largest contributor being 

the non-resident sector followed by the financial sector, General Government and private 

individuals. 

                                                   
21 Excluding commercial credit. 

22 Excluding debt financed by GG. 
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Chart 25 – Total (non-consolidated) debt of public corporations by financing sector (M€) 

Public corporations included in general government 

(included in Maastricht debet) 

Public corporations not included in general 

government (not included in Maastricht debet) 

  
Public corporations included in central government 

(included in Maastricht debt) 
Public corporations included in regional and local 

government (included in Maastricht debt) 

  
Source: BoP. CFP calculations. | Note: For presentation purposes the scales on the charts are different. 

 

 

4 COMPARISON WITH BUDGET PROGRAMMING DOCUMENTS 

4.1 GENERAL GOVERNMENT ACCOUNT 

The budget deficit estimated by the national statistics authority was higher than 

forecast in the budget programming documents for 2017. That outcome (-5079 M€ or -

3% of GDP), which ran counter to the MF’s forecast for the annual decrease in the nominal 

deficit in 2017, reflects an unfavourable deviation of 2691 M€ (or 1.4 p.p. of GDP) in regard 

to the SB/2017 forecast (1.6% of GDP). The impact of the CGD recapitalisation (3944 M€) was 

responsible for that deviation, and around one third (1253 M€) of it was absorbed by the 

favourable deviations recorded in the budget outturn, mainly in terms of tax and social 

contributions revenue (see box 4). Net of the impact of that transaction, the deficit would be 

0.9%, a figure that accounts for a favourable deviation of 0.7 p.p. of GDP compared to the 

SB/2017 forecast.  
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Chart 26 – GG budget deficit in 2017: from SB/2017 to the actual outturn  

(M€ and % of GDP) 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: unadjusted figures; the estimate was included 

in the DSB/2018 report and the outturn is that calculated by the INE. 

 

As a result of the CGD recapitalisation, expenditure made the largest contribution to 

the change in the budgetary balance, contrary to the forecasts in the budget 

programming documents for 2017 which did not take it into consideration. If we exclude 

the impact of this transaction, the change in the budgetary balance would have included an 

increase in expenditure of 1235 M€ (rather than 5179 M€), which, while unfavourable, would 

be two-thirds lower than forecast in SB/2017. Thus, net of the CGD recapitalisation, the 

increase in revenue explains 72% of the 1900 M€ improvement in the budgetary balance, a 

contribution relatively greater than forecast by the MF in successive budget programming 

documents and despite the increase in revenue achieved in 2017 (3135 M€) being 1312 M€ 

lower than forecast in SB/2017 (Chart 27 and Table 9).  

Chart 27 – Contributions to the improvement in the GG budget deficit in absolute terms compared 

to 2016  

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: unadjusted figures; the percentage calculations 

are based on the change in millions of euros; the “Outturn” is the preliminary calculation made by the INE. 
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Box 4 – Developments in MF forecasts for the budgetary balance in 2017 

As in previous years the MF forecasts for the GG budgetary balance were revised in the budget programming 

documents published by the government. As in 2016, total expenditure as per SB/2017, as well as the net indebtedness 

limits set in that law were not altered so there was no need of Parliament to approve an amended budget. The deficit 

objective included in SB/2017 was 1.6% of GDP and was then steadily revised downwards in the budget programming 

documents: firstly, in the 2017-2021 Stability Programme (SP/2017) to 1.5% of GDP and later to 1.4% of GDP in the 

estimate for 2017 set out in the report accompanying the draft budget for 2018 (DSB/2018). 

Those changes were accompanied by upward revisions in the rate of growth in nominal GDP in 2017: 3.0% in SB/2017, 

3.2% in SP/2017 and 3.9% in the estimate underlying DSB/2018, the latter having the greatest impact on the expected 

level of GDP. With the publication of the national statistics on the macroeconomic variables, the rate of growth of that 

indicator was still higher (4.1%), and contributed to a more favourable effect from the denominator on the budget 

deficit ratio calculation.  

In the Stability Programme, published in April 2017, the MF revised the budget deficit objective 0.1 p.p. of GDP 

downwards. In absolute terms this downward revision was 174 M€, as a result of the amendment to expenditure being 

greater than revenue, since both budget aggregates were revised downwards in SP /2017. “Other current expenditure” 

saw the largest revision (-1076 M€), with other major amendments being made to interest (-367 M€) and to GFCF (-

365 M€), which more than offset the upward revision in compensation of employees (190 M€). As for revenue, the 

downwards revision was based on the likelihood of the fall in non-tax and non-contributions revenue (above all sales 

and other current revenue, -1610 M€) being much greater than the upward revision in tax and social contributions 

revenue (111 M€). 

In the DSB/2018 estimate published in October 2017, the deficit was once again revised downwards by 94 M€, 

around 0.1 p.p. of GDP lower than the figure in SP /2017 (and this ratio benefitted from the upward revision in 

nominal GDP). Contrary to the revision made in SP /2017, DSB/2018 revised the revenue and expenditure estimates for 

2017 upwards (853 M€ and 760 M€, respectively). The revenue revision was based on the upward correction to the tax 

and social contributions revenue estimate (1039 M€), which more than offset the correction in the opposite direction 

to remaining revenue. On the expenditure side the downward revisions in investment (588 M€) and in interest (362 M€), 

compared to SP/2017, were not large enough to cancel out the increases in the estimates for “other current expenditure 

and capital expenditure” (971 M€), social transfers (442 M€) and compensation of employees (244 M€). 

None of the MF forecasts and estimates set out in the budget programming documents for 2017 took into account 

the impact of the CGD recapitalisation on the deficit. 
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Table 7 – GG Account for 2017: from SB/2017 to the outturn (M€) 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: unadjusted figures; the revisions are based on the previous 

budget programming document; the figures relating to SP /2017 were calculated using the MF estimate for nominal GDP; the 

MF estimate for 2017 was included in the DSB/2018 report; the outturn is that calculated by the INE. 

 

Total GG revenue grew at a slower rate than forecast in SB/2017, as it was penalised by 

the performance of non-tax and non-contributions revenue which recorded an 

unfavourable deviation of 2845 M€. In 2017, the growth in total GG revenue was 3.9%, 

falling short of the 5.6% forecast by the MF in SB/2017. In nominal terms, the unfavourable 

deviation in revenue was 1312 M€ (or 0.7% of GDP), which is wholly explained by the below 

par performance of non-tax and non-contributions revenue. Indeed, this revenue fell by 275 

M€ (-2.4%), whereas the MF had forecast an increase of 2570 M€ (or 22%). This deviation was 

partially offset by the performance of tax and social contributions revenue which grew by 

3410 M€ (or 5%), considerably up on the 1878 M€ (or 2.8%) increase forecast by the MF for 

2017. 

The growth in tax revenue (5%) doubled the SB/2017forecast, benefitting from the 

performance of both indirect and direct taxes. In nominal terms, tax revenue grew by 2315 

M€ in 2017 (1142 M€ below the MF forecast) and three-quarters of that deviation can be 

explained by the performance of indirect taxes. The performance of VAT and IMT was especially 

noteworthy and accounted for 92.9% of the deviation recorded in indirect taxes, which saw annual 

(1) (2) (3) (4) (2)-(1) (3)-(2)

Total revenue 84 153 82 654 83 507 82 841 -1 499 853

Tax and social contributions revenue 69 914 70 025 71 064 71 447 111 1 039

Tax revenue 47 601 47 578 48 563 48 743 -23 984

Indirect taxes 28 169 28 300 28 880 29 028 131 580

Direct taxes 19 432 19 278 19 683 19 715 -154 405

Social contributions 22 313 22 447 22 502 22 704 134 55

of which: actual soc. contr. received 17 393 17 704 17 736 17 952 311 32

Non-tax and social contributions revenue 14 239 12 629 12 443 11 394 -1 610 -186

of which: capital revenue 1 902 1 262 1 296 734 -640 33

Total expenditure 87 171 85 498 86 257 88 550 -1 673 760

Primary expenditure 78 874 77 567 78 689 81 075 -1 307 1 121

Intermediate consumption 10 680 10 680 10 772 10 470 1 92

Compensation of employees 20 975 21 165 21 409 21 270 190 244

Wages and Salaries 15 143 15 345 15 531 15 414 201 186

Actual social contributions 904 1 078 1 112 1 106 174 35

Imputed social contributions 4 928 4 743 4 766 4 750 -185 23

Social transfers 35 615 35 615 36 057 35 616 0 442

other than in kind 32 414 32 414 32 505 32 170 0 91

in kind 3 201 3 201 3 552 3 446 0 351

Subsidies 1 106 1 049 1 010 866 -57 -39

GFCF 4 177 3 812 3 224 3 415 -365 -588

Other current and capital expenditure 6 322 5 246 6 217 9 438 -1 076 971

of which: other current expenditure 5 502 4 426 4 900 4 481 -1 076 474

Interest paid 8 297 7 930 7 569 7 475 -367 -362

General government balance -3 018 -2 844 -2 750 -5 709 174 94

in % of GDP -1,6 -1,5 -1,4 -3,0 0,1 0,1

Primary balance 5 279 5 087 4 819 1 766 -192 -268

Tax burden 64 993 65 282 66 298 66 695 289 1 016

Nominal GDP 190 810 190 892 192 453 193 049 82 1 561

2017 Revisions:

SB/2017 SP/2017 Estimate Outturn SP/2017 Estimate
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growth rates of 6.4% (higher than the 2.6% forecast in SB/2017) and 29.7% (also higher than the 

0.2% included in SB/2017), respectively. As for direct taxes, growth was 283 M€ higher than 

budgeted by the MF due entirely to the 607 M€ deviation in CIT revenue, given that both PIT and 

other direct taxes recorded unfavourable deviations of 229 M€ and 96 M€, respectively.  

Table 8 – Deviation in tax revenue compared to SB/2017 forecast (M€ and %) 

 
Source: INE, MF and TA. CFP calculations. | Notes: The CFP is solely responsible for the breakdown of indirect and direct 

taxes which matches the calculations in national accounts made by the CFP on the basis of TA cash flow figures. The 

forecast implicit in SB/2017 comes from information provided by the MF.  

 

The growth in social contributions (5.1%) was 1.8 p.p. higher than the SB/2017 forecast. 

In 2017 the increase in social contributions was 1096 M€. This deviation of 391 M€ compared 

to the sum forecast in SB/2017 was entirely due to the 560 M€ deviation in actual social 

contributions. This item recorded an annual rate of change of 6%, above the 2.7% forecast 

and this difference can be explained in part by the performance of earnings (+4.6%), which 

was higher than originally forecast in the macroeconomic scenario in SB/2017 (+2.8%)  

The tax burden rose by 0.4 p.p. of GDP in 2017 compared to the previous year, whereas 

SB/2017 had forecast a small drop (0.1 p.p. of GDP). This indicator was up 0.4 p.p. of GDP 

on the figure expected by the MF in that budget programming document. This deviation is 

explained by the growth in indirect taxes and actual social contributions of 6.1% and 6%, 

respectively, which were not only higher than forecast in the Budget, but also greater than 

the growth in nominal GDP (4.1%), which meant their relative weight in GDP rose (0.2 p.p. 

each).  

Forecast

Full Year Deviation Y-o-Y
2016/SB

2017

2017 SB/2017 % %

TAX REVENUE 47 601 48 743 1 142 5.0 2.5

Indirect Taxes 28 169 29 028 859 6.1 3.0

VAT 16 173 16 779 606 6.4 2.6

Excise duties 5 417 5 333 -84 4.4 6.0

Petroleum Tax 3 542 3 495 -47 2.4 3.8

Tobacco Tax 1 581 1 542 -39 4.0 6.6

Alcohol Tax 293 296 3 38.2 36.9

Municipal Property Tax 1 548 1 505 -42 1.5 4.3

Vehicle tax 706 775 69 12.9 2.8

Tax on real estate transactions 649 841 192 29.7 0.2

Others 3 676 3 794 118 4.0 0.7

Direct Taxes 19 432 19 715 283 3.3 1.8

PIT 12 853 12 624 -229 0.0 1.8

CIT 5 665 6 272 607 10.5 -0.2

Others 914 818 -96 5.1 17.5

General Government

Outturn Change

SB/2017
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Chart 28 – Expected and actual tax burden in 2017 (p.p. of GDP) 

  
Source: INE. CFP calculations. | Note: The GDP used in these calculations corresponds to the GDP 

forecast/available at each occasion. The forecast tax burden is based on the GDP forecast in SB/2017. 

The actual tax burden in 2017 is based on the latest INE estimate published for that year.  
 

Non-tax and non-contributions revenue recorded an unfavourable deviation of 1.5 p.p. 

of GDP versus the MF forecast in SB/2017. The deviation experienced in non-tax and non-

contributions revenue totalled 2845 M€ in 2017. All this item’s components contributed to 

this outcome, with the largest negative deviations being recorded in sales (447 M€), in “other 

current revenue” (1230 M€) and in capital revenue (1168 M€). When analysing DSB/201723, 

CFP already indicated that insufficient grounds had been given for the forecast increases in 

sales and other current revenue. For its part, capital revenue was penalised by the merely 

partial recovery of the guarantee provided to BPP (72.6 M€ out of the predicted 450 M€) and 

by the fact that the basis for this item’s forecast (the capital revenue for 2016 forecast in 

DSB/2017) was underestimated by 1009 M€ compared to the actual outturn in 2016. 

In adjusted terms, GG revenue recorded lower growth (4.8%) than forecast in SB/2017 

(6.0%). This performance, which excludes the impact of temporary and one-off measures, is 

fully explained by the performance of non-tax and non-contributions revenue (-0.4% vs. 

21.3% in SB/2017), since tax revenue (5.9% vs. 3.4% in SB/2017) and social contributions 

revenue (5.3% vs. 3.5% in SB/2017) both grew by more than the budgeted amount. All the 

components of non-tax and non-contributions revenue fell short of the MF forecast, with 

sales growing 1.9% (8.7% in SB/2017), capital revenue by 33.8% (193.6% in SB/2017) and 

“other current revenue” differing from the MF objective as it dropped by 8% (21% in SB/2017). 

                                                   
23 See CFP report here. 

http://www.cfp.pt/publications/analysis-of-the-draft-state-budget-for-2017/?lang=en#.W08iILgnaUk
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Chart 29 – Comparison of annual change compared to change underlying SB/2017 (M€) 

Revenue Expenditure  

 

 

Source: INE and Ministry of Finance. CFP calculations. | Note: the figures are influenced by the effect of temporary and 

one-off measures as detailed in Table 12. 

 

Public expenditure was 1379 M€ higher than forecast in SB/2017. However, if we 

exclude the impact of the CGD recapitalisation, it was 2565 M€ below the original 

forecast (right-hand panel of Chart 29). SB/2017 gave no consideration to the impact of the 

CGD recapitalisation plan. However, in the 1st EDP Notification of 2018, the INE accepted 

Eurostat’s appraisal, and the public component of the recapitalisation was deemed a capital 

transfer with an unfavourable impact on “other capital expenditure” of 3944 M€ in 2017.24 If 

we exclude that impact, public expenditure was 2565 M€ below the original forecast, and 

favourable deviations were recorded in all the major aggregates: 1175 M€ in current primary 

expenditure (where only compensation of employees was higher than forecast in SB/2017); 

822 M€ in interest (right hand panel of Chart 29); and 568 M€ in capital expenditure (where 

GFCF was 761 M€ lower than forecast in SB/2017). 

 

                                                   
24 In the said Notification,  INE states that, “despite holding that the most appropriate statistical treatment for that 

recapitalisation would be to classify it as a financial transaction, and while retaining the right to discuss the subject 

in the permanent discussion forum within the European Statistics System that deals with methodological matters, 

the INE has decided to accept the final appraisal, bearing in mind the European Commission’s (Eurostat) 

responsibilities, at the institutional level, in regard to the Excessive Deficit Procedure”. 
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Table 9 – General Government account: deviations against SB/2017 (M€) 

 

Source: INE. Ministry of Finance. | Notes: unadjusted figures; the outturn matches the figures calculated by the INE; 

deviations with a negative sign in the overall balance and in primary balance correspond to unfavourable deviations 

compared to SB/2017; the deviation seen in “other current expenditure” compared to the forecast in SB/2017 is influenced 

by the fact the provisional appropriation (535 M€) was originally charged to that item and later used to top up other items. 

Capital expenditure was much higher than forecast in SB/2017 due to the impact of a 

series of transactions that were not predicted in SB/2017. Capital expenditure increased 

by 4820 M€ in 2017. This unfavourable deviation of 3376 M€ compared to SB/2017 was 

brought about by “other capital expenditure” (which rose 4138 M€, when it was expected to 

stabilise at the 2016 level). This deviation resulted from the impact of the following 

transactions not forecast in SB/2017: i) the CGD recapitalisation (3944 M€); ii) the converting 

of deferred tax into tax credits (153.6 M€); iii) the swap contracts entered into by STCP and 

2016

Total revenue 79 706 84 153 82 841 4 447 3 135 5,6 3,9 -1 312

 Current revenue 78 909 82 251 82 106 3 342 3 197 4,2 4,1 -145

Tax revenue 46 428 47 601 48 743 1 173 2 315 2,5 5,0 1 142

Indirect taxes 27 347 28 169 29 028 822 1 681 3,0 6,1 859

Direct taxes 19 081 19 432 19 715 351 633 1,8 3,3 283

Social contributions 21 609 22 313 22 704 705 1 096 3,3 5,1 391

of which: actual soc. contr. received 16 929 17 393 17 952 463 1 023 2,7 6,0 560

 Sales & other current revenues 10 873 12 337 10 659 1 464 -213 13,5 -2,0 -1 677

Sales 6 625 7 200 6 752 574 127 8,7 1,9 -447

Other current revenue 4 247 5 137 3 907 890 -340 21,0 -8,0 -1 230

Capital transfers received 796 1 902 734 1 106 -62 138,8 -7,8 -1 168

Total expenditure 83 371 87 171 88 550 3 800 5 179 4,6 6,2 1 379

Primary expenditure 75 610 78 874 81 075 3 264 5 465 4,3 7,2 2 201

Current primary expenditure 72 058 73 878 72 703 1 820 645 2,5 0,9 -1 175

Intermediate consumption 10 418 10 680 10 470 262 52 2,5 0,5 -210

Compensation of employees 20 881 20 975 21 270 94 389 0,5 1,9 295

Wages and salaries 15 133 15 143 15 414 10 280 0,1 1,9 271

Actual social contributions 1 073 904 1 106 -169 33 -15,8 3,1 202

Imputed social contributions 4 675 4 928 4 750 253 75 5,4 1,6 -178

Social transfers 35 113 35 615 35 616 502 503 1,4 1,4 1

not in kind 31 730 32 414 32 170 684 440 2,2 1,4 -244

in kind 3 383 3 201 3 446 -182 63 -5,4 1,9 245

Subsidies 975 1 106 866 131 -109 13,5 -11,1 -240

Other current expenditure 4 671 5 502 4 481 831 -190 17,8 -4,1 -1 021

Capital expenditure 3 552 4 996 8 372 1 444 4 820 40,7 135,7 3 376

GFCF 2 734 4 177 3 415 1 443 682 52,8 24,9 -761

Other capital expenditures 819 820 4 957 1 4 138 0,1 505,6 4 137

Interest paid 7 761 8 297 7 475 536 -286 6,9 -3,7 -822

General government balance -3 665 -3 018 -5 709 647 -2 044 -2 691

em % do PIB -2,0 -1,6 -3,0 0,4 -1,0 -1,4

Primary balance 4 096 5 279 1 766 1 183 -2 330 -3 513

Tax burden 63 357 64 993 66 695 1 636 3 338 2,6 5,3 1 701

Nominal GDP 185 494 190 810 193 049 5 316 7 555 2,9 4,1 2 239

Memo  - Outturn excluding CGD:

Total expenditure 83 371 87 171 84 606 3 800 1 235 4,6 1,5 -2 565

Primary expenditure 75 610 78 874 77 131 3 264 1 521 4,3 2,0 -1 743

Capital expenditure 3 552 4 996 4 428 1 444 876 40,7 24,7 -568

General government balance -3 665 -3 018 -1 765 647 1 900 1 253

in % of GDP -2,0 -1,6 -0,9 0,4 1,1 0,7

Primary balance 4 096 5 279 5 710 1 183 1 614 431

Deviations 

against 

SB/2017
Outturn SB/2017 2016/17

2017 Change (in M€) Change (in %)

Outturn 
implícit in 

SB/2017
2016/17

implícit in 

SB/2017
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Carris (111 M€). If we exclude the impact of these operations, “other capital expenditure” was 

71 M€ down on the SB/2017 forecast.25 

The unfavourable deviation in capital expenditure was mitigated by the fact that GFCF 

was once again lower than forecast. In 2016 GFCF had been 943 M€ less than the original 

MF forecast and in 2017 it was 761 M€ lower, having experienced annual growth (24.9%) 

equal to around half of that underlying SB/2017 (which predicted +52.8%). The said deviation 

is explained by central government, where the actual growth in GFCF (13.9%) was well below 

the 69% implicit in SB/2017. On the contrary local government GFCF was 73 M€ higher than 

initially forecast. As a percentage of GDP, GFCF was down 0.4 p.p. of GDP on the SB/2017 

forecast (right-hand panel of Chart 30). 

Chart 30 –GFCF developments compared to the forecast in SB/2017  

Rate of change of GFCF in 2017 vs. Rate of change 

implicit in SB/2017 (in %) 

Weight in the period 2010-2017  

(in % of GDP) 

 

 
 

Source: INE and Ministry of Finance. CFP calculations. | Note: the left-hand chart does not include the Social Security Funds subsector 

because the changes in question are negligible; the change implicit in SB/2017 was calculated on the basis of the 2016 outturn published 

by INE; CG – Central government; RG – Regional Government; LG – Local Government; GG – General Government. 

Expenditure on interest was less than forecast in all the budget programming 

documents for 2017 and was 822 M€ (or 0.4% of GDP) lower than the initial forecast. 

Expenditure on interest fell 3.7% compared to 2016, despite the increase of 6.9% estimated 

in SB/2017. In recent years this item has recorded significant favourable changes compared 

to the initial forecast, namely, 676 M€ in 2015, 729 M€ in 2016 and 822 M€ in 2017 (right-

hand panel of Chart 31). The more favourable change in 2017 stemmed from the larger early 

repayments of the IMF loans (10,000 M€ instead of the 1,500 M€ forecast in SB/2017) and 

the lower interest rates on Treasury Bond and Treasury Bill issues (which even benefitted from 

negative rates). Despite being regularly revised downwards over the course of 2017, 

expenditure on interest was also lower than the amount indicated in SP/2017 (-455 M€) and 

last October’s MF estimate (-94 M€), as shown in the left-hand panel of Chart 31.  

 

 

 

                                                   
25 Compared to the MF estimate for 2017, which was included in DSB/2018 and which also did not take into account 

the impact of the CGD recapitalisation, “other capital expenditure” recorded an unfavourable deviation of 3640 M€. 

Net of the impact of that transaction there was a favourable deviation of 304 M€, partly explained by the activating 

of guarantees relating to BES injured parties (150 M€) being transferred to 2018. 
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Chart 31 – Comparison of expenditure on interest and MF forecasts (M€) 

2017 2015-2017 

 

 

Source: INE and MF. CFP calculations. | Note: in the left-hand chart the MF estimate for 2017 is equal to that included in DSB/2018. 

The preliminary INE estimate points to a slowdown in intermediate consumption which 

will fall short of the SB/2017 forecast. The rate of growth in this expenditure fell from 4.2% 

(or 424 M€) in 2016 to 0.5% (or 52 M€) in 2017.26 Central government intermediate 

consumption was practically the same as in 2016, although SB/2017 foresaw an increase of 

331 M€ in this subsector (left-hand panel of Chart 32). However, SB/2017 included an 89 M€ 

increase in GG intermediate consumption, compared to the expenditure estimate for 2016 

which turned out to overestimated by 173 M€. The containing of this expenditure in 2017 

also resulted from the managing of retentions (although the value of permanent retentions 

fell compared to the previous year, as shown in Box 2).27 As a percentage of GDP, GG 

intermediate consumption shrank by 0.2 p.p. in 2017 to stand at 5.4% of GDP, the lowest level 

since 2007, despite SB/2017 predicting it would stabilise at the 2016 level (right-hand panel 

of Chart 32). 

Chart 32 – Change in GG intermediate consumption 

Annual change, by subsector (in M€) Weight in the period 2007-2017 (in % of PIB) 

 

 

Source: INE. CFP calculations. | Note: the change implicit in SB/2017 was calculated on the basis of the 2016 outturn published by the INE. 

CG – Central government; RLG – Regional and Local Government; SSF – Social Security Funds; GG – General Government. 

GG compensation of employees was 295 M€ higher than the initial forecast for 2017. 

As regards expenditure on GG salaries and wages there was an unfavourable deviation of 271 

M€, resulting above all from central government (left-hand panel of Chart 33). However, 

underlying SB/2017 was an increase of 150 M€ in GG compensation of employees, compared 

                                                   
26 Intermediate consumption includes the cost of road transport PPPs which decreased by 58 M€ in 2017, slightly 

less than the forecast (70 M€). If we exclude the PPPs, GG intermediate consumption rose by 110 M€, of which 67 

M€ came from the Health sector (mainly the state hospitals).  

27 Of the overall budget reserve (433.6 M€) a total of 427.1 M€ were retained immediately. Only the remaining 6.5 

M€ were deemed expenditure in the GG Account for 2017 and were included in the intermediate consumption 

appropriation. However, use of that reserve over the year totalled 278 M€ (Box 2).  
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to the expenditure estimate for 2016 which turned out to be underestimated to the tune of 

140 M€. Thus, it became necessary to increase this item’s allocation in the sum of 355 M€ by 

way of a transfer from the provisional appropriation in 2017, which was to be attributed to 

basic and secondary education establishments (Box 2). Actual employers’ social contributions 

also recorded an unfavourable deviation (202 M€) but this was largely offset by a favourable 

deviation of 178 M€ in imputed contributions. 

Chart 33 – Compensation of employees’ deviations against SB/2017, by component (M€) 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: a deviation with a positive sign means the 

expenditure was less than forecast, while the reverse is the case if the deviation has a negative sign. CG – 

Central government; RLG – Regional and Local Government; SSF – Social Security Funds; GG – General 

Government. 

Social transfers in kind recorded an unfavourable deviation compared to the SB/2017 

forecast, which was offset by a favourable deviation in social transfers in cash. Spending 

on social transfers in kind rose by 63 M€, although in SB/2017 it was expected to fall by  

182 M€. This unfavourable deviation of 245 M€ was brought about by central government, 

which also recorded an unfavourable deviation of 126 M€ in social transfers in cash (Chart 

34). These deviations were offset by the fact that, in the context of the Social Security Funds 

subsector, expenditure on social transfers in cash was 371 M€ below the figure forecast in 

SB/2017, due to the improvement in the labour market indicators.28 Thus total expenditure 

on GG social transfers was in line with the original forecast.  

                                                   
28 The rate of unemployment was 8.9% in 2017, below the forecast 10.9% used by the MF in SB/2017. Thus the cut 

in spending on unemployment benefit 2017 (down 13.1%) was greater than that predicted in SB/2017 (8.6%), and 

68 M€ less than forecast were spent. Attention is drawn to the following social transfers where actual expenditure 

was less than budgeted for 2017: Social Inclusion Payment (-48 M€); Sickness subsidy and supplementary benefit 

(-19 M€); Social Insertion Allowance (-15 M€); Solidarity Supplement for the Elderly (-12 M€) and Family Allowance 

(-12 M€).  
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Chart 34 – Social transfers deviations against SB/2017 (M€) 

 
Source: INE. CFP calculations. | Note: the chart does not include the Regional and Local 

Government subsector because the changes in question are insignificant; a deviation with a 

positive sign means the expenditure was more than forecast, while the reverse is the case if 

the deviation has a negative sign. GG – General Government; CG – Central government; SSF 

– Social Security Funds. 

 

Subsidies and “other current expenditure” were lower than predicted in SB/2017. The 

favourable deviation in expenditure on subsidies was 240 M€, of which 144 M€ came from 

central government and 104 M€ from Social Security Funds. The large deviation recorded in 

“other current expenditure” (-1021 M€) was influenced by the initial charging of the provisional 

appropriation (535 M€) to this item. Over the year that sum was wholly reassigned to other 

items in line with needs identified in the meantime (see Box 2). Net of this effect “other current 

expenditure” experienced a favourable deviation of 486 M€, of which 107 M€ came from the 

fact that the financial contribution to the European Union was less than the amount forecast 

in SB/2017. 
 

4.2 PUBLIC DEBT  

The forecast ratio for public debt (Maastricht definition) for 2017 was subject to a 

number of revisions. In SB/2017 the MF forecast pointed to a decrease to 128.3% of GDP in 

2017, which represented a decline of 1.4 p.p. compared to the then estimate of 129.7% for 

2016. In April, when SP/2017 was drawn up, the forecast was revised downwards to 127.9%, 

as a result of a lower projected level of debt stock at the end of the year. In the estimate for 

2017 underlying SB/2018 the MF again revised its forecast downwards, suggesting the debt 

ratio would be 126.2%. This new estimate was based on a lower nominal value for public debt 

and a higher nominal GDP superior compared to the figures forecast in SP/2017. 
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Chart 35 – Forecasts for public debt and nominal GDP in 2017 (% of GDP and M€) 

 

Source: INE and Ministry of Finance.  

Maastricht debt as a percentage of GDP was lower than the MF forecasts. Public debt 

went from 129.9% of GDP in 2016 to 125.7% in 2017, a decrease of 4.2 p.p. The drop in the 

ratio recorded at the end of 2017 exceeded the forecasts made in SB/2017 and SP/2017 which 

indicated decreases of 2.6 p.p. and 2.2 p.p. of GDP, respectively 
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ANNEXES 

Table 10 – Debt Dynamics (p.p. of GDP) 

 
Source: INE and Bank of Portugal. CFP calculations. | Note: A detailed explanation of the breakdown in the 

change in the debt ratio used in this table can be found in Box 3 of the CFP Notebook on Public Debt 

(Apontamento do CFP sobre Divida Pública, only available in Portuguese). 

Table 11 – Adjustment between the two accounting systems  

(% of GDP in the period) 

 

Source: INE. CFP calculations | Note: (*) Time adjustment. Adjustments with a positive/negative sign 

produce a deficit in national accounts smaller/greater than in public accounts. 

2012 2013 2014 2015 2016 2017

Public debt (% of GDP) 126,2 129,0 130,6 128,8 129,9 125,7

Change in debt (in p.p. of GDP) 14,8 2,8 1,6 -1,8 1,1 -4,2

Primary deficit 0,8 0,0 2,3 -0,2 -2,2 -0,9

Dynamic effect (snow ball effect) 10,0 3,5 2,8 -0,3 0,2 -1,2

-  interest effect 4,9 4,9 4,9 4,6 4,2 3,9

- growth effect 5,1 -1,4 -2,1 -4,9 -3,9 -5,1

Stock-flow adjustment 4,0 -0,6 -3,5 -1,4 3,1 -2,1

2016 2017

(1) Balance in Public Accounts -2,4 -1,5

Central Government and Social Security Funds -2,7 -1,6

Regional and Local Government 0,3 0,1

(2) Adjustments to National Accounting 0,4 -1,5

Differences due to General Government Perimeter 0,0 0,0

1,5 1,5

               Taxes and social contributions * -0,1 0,1

               Differences between interested paid and accrued 0,0 0,0

                Other time adjustments (of which) 1,6 1,4

Cash Commitments HNS and CPS 0,0 0,0

Accrual to Public Corporation Sector incl. in GG (of which ) 1,6 1,6

 capital increase in RPC included in GG 1,2 1,2

Other Adjustments (of which) -1,1 -3,0

Capital injections (of which ) -1,4 -3,3

Capital increase in RPC included in GG -1,2 -1,2

Pension Funds 0,2 0,3

(3) = (1)+(2) National Accounts Balance -2,0 -3,0

Accrual (cash - commitment adjustments)

http://www.cfp.pt/publications/apontamento-sobre-divida-publica/#.VS_3t_nF98E
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Table 12 – Temporary measures, one-off measures and special factors (M€) 

 
Source : MF, INE. CFP calculations. | Notes: Figures may change if new information that becomes available, so justifies. 

* Exceptional schemes for settling tax and social security debts in 2013 and 2016. ** IMI - Municipal property tax (recurrent); 

IMT - Municipal tax on real estate transactions (non-recurrent property tax). 

Table 13 – Temporary measures, one-off measures and special factors (% of GDP) 

 
Source : MF, INE. CFP calculations. | Notes: Totals may not match the sums of the individual items as a percentage of GDP 

due to rounding. The figures may change if new information that becomes available, so justifies. * Exceptional schemes 

for settling tax and social security debts in 2013 and 2016. ** IMI - Municipal property tax (recurrent); IMT - Municipal tax 

on real estate transactions (non-recurrent property tax). 

2010 2011 2012 2013 2014 2015 2016 2017

 Temporary and one-off measures and special factors (impact in the budget balance) -4 737 -318 -137 580 -6 186 -2 333 780 -4 095

Revenue 87 840 444 1 280 130 745 73

RERD (2013) / PERES (2016) * 1 280 443

VAT 186 58

Other indirect taxes 116 45

PIT; CIT 690 293

IMI; IMT ** 53

Social contributions 234 47

Prepaid margins partial reimbursement 302

Taxes on repatriation of capitals 87 259

Surcharge on PIT 840 185

Contribution to the Single Resolution Fund 130

BPP guarantee recovery 73

Expenditure 2 286 546 580 700 6 186 2 463 -34 4 167

Capital transfers (Banking sector) 2 250 600 850 700 4 994 2 463 4 098

Debt assumptions 0 1 192 111

Proceeds from concessions -124 -54 -372

One-off payments to the EU Budget 160 102 77

F-16 aircrafts delivery to Romania -111 -41

Special factors (expenditure) 2 538 612

Delivery of submarines 881

Reclassification of PPP into general government 756 226

Recording of Madeira region debt 900

Madeira capital transactions (Sesaram & reclass. of Via Madeira) 274

Madeira region debts from programme contracts & football clubs 112

2010 2011 2012 2013 2014 2015 2016 2017

 Temporary and one-off measures and special factors (impact in the budget balance) -2,6 -0,2 -0,1 0,3 -3,6 -1,3 0,4 -2,1

Revenue 0,0 0,5 0,3 0,8 0,1 0,4 0,0

RERD (2013) / PERES (2016) * 0,8 0,2

VAT 0,1 0,0

Other indirect taxes 0,1 0,0

PIT; CIT 0,4 0,2

IMI; IMT ** 0,0

Social contributions 0,1 0,0

Prepaid margins partial reimbursement 0,2

Taxes on repatriation of capitals 0,0 0,2

Surcharge on PIT 0,5 0,1

Contribution to the Single Resolution Fund 0,1

BPP guarantee recovery 0,0

Expenditure 1,3 0,3 0,3 0,4 3,6 1,4 0,0 2,2

Capital transfers (Banking sector) 1,3 0,3 0,5 0,4 2,9 1,4 2,1

Debt assumptions 0,7 0,1

Proceeds from concessions -0,1 0,0 -0,2

One-off payments to the EU Budget 0,1 0,1 0,0

F-16 aircrafts delivery to Romania -0,1 0,0

Special factors (expenditure) 1,4 0,3

Delivery of submarines 0,5

Reclassification of PPP into general government 0,4 0,1

Recording of Madeira region debt 0,5

Madeira capital transactions (Sesaram & reclass. of Via Madeira) 0,2

Madeira region debts from programme contracts & football clubs 0,1
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LIST OF ABBREVIATIONS 
 

Abbreviations Meaning 

ADM Military Health System 

ADSE Civil Servants Health System  

AMECO Annual Macro-Economic Database of the European Commission 

ANA Aeroportos de Portugal, S.A. 

ASB Amending State Budget 

BFL Budgetary Framework Law  

BoP Bank of Portugal 

CC Constitutional Court 

CET1 Common Equity Tier 

CFP Portuguese Public Finance Council 

CGA Civil Servants Pension Agency 

CIT Corporate Income Tax 

CP Comboios de Portugal, E.P.E. 

CRD IV Capital Requirements Directive 

CRR Capital Requirements Regulation 

CTT Correios de Portugal S. A 

DGO  Direção-Geral do Orçamento (Directorate-General for Budget) 

EC European Commission 

ECOFIN Economic and Financial Affairs Council 

EDP Energias de Portugal, S.A. 

EDP Excessive Deficit Procedure 

EFAP Economic and Financial Assistance Programme 

EGREP EGREP-Entidade Gestora de Reservas Estratégicas de Produtos Petrolíferos, E.P.E. 

ESA European System of National and Regional Accounts 

ESC Extraordinary Solidarity Contribution 

ESSD Extraordinary System for Settling Tax Debts and Social Security Debts 

EU European Union 

EUR Euro 

FSD Fiscal Strategy Document 

g Nominal GDP growth rate 

GDP Gross Domestic Product 

GFCF Gross Fixed Capital Formation 

GG General government 

GPEARI Planning, Strategy, Evaluation and International Relations Office (at the Ministry of 

Finance) 

HCPI Harmonised Consumer Price Index 

ICT Information and Communications Technology 

IMF International Monetary Fund 

IMI Municipal Property Tax 

IMT Municipal Property Transfer Tax 

INE Statistics Portugal (Portuguese Statistical Authority) 

ISP Tax on Oil and Energy Products 

IT Tax on Tobacco 

M€ Million euros 

MBPF Multi-annual Budgetary Planning Framework 

MF Ministry of Finance 

MLSA Minimum Linear Structural Adjustment 

MTO Medium-Term Objective 

NHS National Health Service 

NRPC Non-Reclassified Public Corporations 
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Abbreviations Meaning 

OECD Organisation for Economic Co-operation and Development 

p.p. Percentage points 

s.p.b. Structural primary balance 

PB Primary Balance 

PIT Personal Income Tax 

PPP Public-Private Partnerships 

r Implicit interest rate 

REN Redes Energéticas Nacionais, SGPS, S.A. 

SAD Police Force Health System 

SB State Budget 

SF Special factors 

SFA Stock-flow adjustment 

STCP Sociedade de Transportes Coletivos do Porto, SA 

Swaps Swap agreements 

TAAB Tax on Alcohol and Alcoholic Beverages 

USD US Dollar 

VAT Value Added Tax 
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